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AN INTERNATIONAL 
RESERVE BANK 


Comments on the American and British Plans 


BY HANS P. NEISSER 


PRians for an international financial institution, to the layman’s 
eyes at least, will look very similar, from whatever source they origi- 
nate. The American plan suggests an “International Fund” to sta- 
bilize currencies, the British plan an “International Clearing 
Union.” But the possibility of the Fund acting as clearing house is 
mentioned in the American plan, while currency stabilization ap- 
pears as one of the aims of the British plan, under the name of an 
“orderly and agreed method of determining the relative exchange 
values of national currency units” (section 1, 1, b). It would not be 
difficult to find other analogies in the two plans. 

It is probably for this reason that public interest has been focused 
on the organizational features of the two schemes, especially on the 
representation of the various countries in the governing boards of 
the institutions. Frequently only the question of the degree of 
American representation in the governing board seems to be con- 
sidered as worthy of discussion. In the American plan this repre- 
sentation is oriented on “the country’s holdings of gold and foreign 
exchange, the magnitude of the fluctuations in its balance of inter- 
national payments, and its national income,” compared with the 
magnitude of these items in other countries (section 11, 2); while 
in the British plan the sum of each country’s exports and imports in 
the years before the present war would be decisive (section u, 6, 
sub-5). Although the representation of the United States would be 
much larger under the American than under the British plan, it 
would probably fall considerably short of a majority, and therefore 
the objection has been raised that the new institution would be 
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dominated by the debtor countries, while the United States would 
have to furnish the funds. 

This concentration of interest on organizational features is 
unfortunate. Despite their superficial similarities the plans are dif- 
ferent from a functional viewpoint (unless, by extremely loose con- 
struction, the American plan is so interpreted that it embraces also 
the important features of the British plan). And only by throwing 
into relief the functions of the two proposed institutions are we able 
to see their organizational features in the right light. From this 
viewpoint the following analysis will be conducted, and only at the 
end will the organizational problem be briefly discussed. 


I 


Both the American and British plans design the central institution 
to operate in a world that would resemble the one that existed be- 
fore 1933, so iar as foreign trade and foreign trade policy are con- 
cerned—a world in which there would be neither bilateral clearings 
nor barter agreements, and in which the use of foreign exchange 
control measures would be reduced to a minimum. The positive 
functions of the two institutions can be summarized as follows. 

First, to stabilize the foreign exchange rates of the currencies of 
the United Nations and the nations associated with them (Amer- 
ican plan section 1, 1; somewhat less rigid in the British plan section 
I, 1, b, as quoted above). 

Second, to help create conditions under which the smooth flow 
of foreign trade and of productive capital would be fostered among 
the member countries (American plan section I, 3; British plan sec- 
tion I, 1, c: ““We need a quantum of international currencies which 
. .. is governed by the actual currency requirements of world com- 


merce’’). 

The first function may be called the “reserve bank . function,” the 
second the “trade financing function,” of a central bank. The 
financing of long-term capital needs, especially for purposes of re- 
construction, is as little considered by either plan as it would be 
considered to fall within the province of a national bank of issue. 
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In the history of central banking these two functions have not 
always been combined. The Federal Reserve System has aimed to 
restrict itself to the first function, at least in its direct relations with 
the member banks, though the aim and dimensions of its open 
market activities have undergone changes. In other words, the Fed- 
eral Reserve System was established primarily as an emergency 
system, prepared to provide cash to any individual member bank 
in need, or to the whole system during a panic, but always expect- 
ing, at least in the first case, a speedy repayment of the loan; it has 
frowned on any member bank being permanently in debt, and the 
“reflation” of a deflated state of business has been left to open mar- 
ket operations. Obviously, a strict observance of these rules would 
in normal times allow the member bank system only a very small 
increase of its demand deposit volume, so far as the latter is associ- 
ated with credit activities, for any increase in cash circulation re- 
mains dependent on the open market operations and on gold pro- 
duction and gold import. Outside of the United States, however, 
the banks of issue, especially before the era of note bank centraliza- 
tion, have usually considered it a part of their function to assist 
their “member banks,” within limits and according to definite 
rules, by providing part of the working capital of merchants, if not 
of industry proper. 

In the sphere of international financial and commercial relations 
the provision of foreign exchange to the national central banks in 
need would play the same role as is played within a country by the 
central bank’s provision of cash to a member bank. In order to de- 
scribe more clearly the role of an “international reserve bank” we 
may schematize as follows the causes for disturbances of exchange 
rates and the ways in which these disturbances have customarily 
been dealt with. 

1. When imports exceed exports (so-called invisible items 
being included on both sides) and credits have not been arranged 
in advance to pay the excess, there are two complementary means of 
restoring equilibrium, assuming that the disturbance is not of an 
obviously seasonal or accidental character: a) the national central 
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bank controls the domestic credit volume;* b) since any adjustment 
policy requires time, the national central bank needs a reserve of 
gold or foreign exchange in order to prevent the exchange rate 
from temporarily falling more than is desirable. 

2. When there is a rapid withdrawal of foreign short-term credits, 
in excess of that part of the national central bank’s currency reserve 
which can be utilized without undermining confidence, the solu- 
tion differs from 1-b mainly with respect to the dimensions of the 
problem. Formerly help from foreign money markets and central 
banking institutions was the only way of saving the standard and 
of avoiding an undue decline in the exchange rates (either an 
open, unconcealed decline, or one concealed by exchange control). 
Such help was not always forthcoming, however, as experience in 
1931 showed with particular clarity. 

Obviously, the function designated 1-a could not be exercised by 
an international institution unless it were in absolute command of 
the national central banks. Thus in regard to its stabilization of 
exchange rates the main aim of an international fund must be 
sought in the strengthening of the national banks’ operating funds, 
as described under 1-b, and in the intervention methods of case 2. 
Such assistance by an international fund seems to be the more im- 
portant since a number of countries, including England, may be 
left with only a very small currency reserve after this war. 

The task of world trade financing (the second task that we have 
to consider for an international institution) lay, until 1914, pri- 
marily on the shoulders of the London money market. In principle, 
of course, world trade could be conducted on a cash basis; but if it 
were, the countries importing materials and food would have to 
support by their own savings the workers and other agents of pro- 
duction that do the processing, during the interval between the dis- 
patching of the goods by the exporting country and the finishing 
of the manufactured product. 

The burden that London shouldered by bridging this gap 


* This course may be necessary also where there is excessive lending to foreign coun- 
tries; a separate discussion of this rather simple case is scarcely needed. 
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through the discounting of trade acceptances was less heavy than 
may appear at first sight, partly because any increase in the volume 
of trade credits granted in London led to an increase also in the 
deposits held there—many exporters making payments through 
London and holding their reserve balances there—and partly be- 
cause London, independently of the growth of world trade, at- 
tracted capital funds from all corners of the world. Nevertheless, 
any increase in world trade represented some additional burden on 
the British balance of payments. 

After the First World War, as is well known, changes in the ex- 
port conditions for British products and a decline in the volume of 
current savings made it impossible for London to continue to per- 
form the old functions without incurring an increasing amount of 
short-term indebtedness; hence the collapse of the pound sterling 
in 1931. After the present war London’s situation will be further 
weakened, to an extent, indeed, that will not for many years allow 
any capital export whatever. This is the more serious since the at- 
tempts of other countries during the years 1919-29, especially of 
the United States, to build up an independent apparatus for financ- 
ing world trade did not prove very successful. 


II 


As pointed out before, the aims of the International Fund, as de- 
fined in the American plan, are broad enough to cover both the re- 
serve bank and the trade financing functions. To these ends the 
International Fund would be equipped with a capital of ‘‘at least”’ 
5 billion dollars. Of this amount, however, only 50 percent would 
be paid in initially, the call for the rest requiring a four-fifths 
majority. And a considerable part of the 2.5 billion dollars paid-in 
capital would consist of ‘local currencies” or “securities” of the 
countries most likely to need assistance, for any country having 
less than goo million dollars in gold is supposed to contribute only 
7.5 percent of its quota in gold, and any country having less than 
100 million only 5 percent. It is doubtful whether in Europe any 
country except Russia and Switzerland would have 300 million 
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dollars or more in gold, and whether in the rest of the world there 
would be any such countries outside of the United States and South 
Africa. 

Thus the effective reserve of the International Fund would 
scarcely exceed 1.5 billion dollars. Even aside from the problem of 
world trade financing—to which we shall return in the next section 
—this sum might not be adequate. This is not a grave objection, 
however, since different amounts and percentages could be stipu- 
lated—although most of any increase would have to come from the 
United States. 

Much more important is another consideration. An international 
reserve bank should be allowed to intervene for currency stabiliza- 
tion (functions 1-b and 2 above) only if the policy of the country 
in need of help guarantees that in due time the equilibrium of the 
current items in the balance of payments will be restored—or at 
least (in intervention under case 2) that there will be a sufficient 
restoration of international confidence in the country’s financial 
situation. 

In this respect the language of the American plan is very vague, 
and the authority to be conferred upon the International Fund 
quite inadequate. All that can be found in the plan is the declara- 
tion that each member country should undertake “to cooperate 
effectively with other member countries when such countries, with 
the approval of the Fund, adopt or continue control for the purpose 
of regulating international movements of capital’’ (section vi, 3), 
the cooperation to include “such other measures as the Fund shall 
recommend”; and that member countries should “give considera- 
tion to the views of the Fund on any existing or proposed monetary 

or economic policy, the effect of which would be to bring about 
sooner or later a serious disequilibrium in the balance of payments 
of other countries” (section vi, 5). The first obligation refers only 
to the control of capital movements, but imposes rather severe re- 
quirements on creditor countries, for they could be asked, contrary 
to their business customs and even to their established laws and con- 
stitutions, to divulge in detail the deposit accounts of their banking 
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ere systems. The obligation to “give consideration . . .”” is obviously not 
ith a very stringent one. 
Unless the International Fund were bound by its statutes to 
ld work out a program adequate for the restoration of a “normal” 
of balance of payments of the country assisted, and unless the country 
on itself were required to come to an agreement with the Fund, under 
n, penalty of default, the Fund would not acquire sufficient authority 
u- for its counsel and would lose its means rather rapidly. Moreover, 
1e among its members it would soon have countries that had not for- 
mally failed to meet their obligations and therefore could not be 
al suspended (section v, 8) but whose currency was continually depre- 
a- ciating because the International Fund no longer intervened in its 
'y favor (section 11, 3, b): “the Fund’s holdings of the currency of any 
e member country shall not exceed . . . 200 percent of the quota of 
it that country; except.that upon approval of four-fifths of the mem- 
it ber votes the Fund may purchase any local currency in excess of 
J these limits... .”’ 


It is here that the rather rigid tie-up of the national currency 
with the world currency would prove harmful. An international 
1 reserve bank should not aim at unconditional stability of the ex- > 
- change rates of the various countries, but should consider changes 
in the foreign exchange rate as one means of equalizing the balance 
of payments on current account, a procedure which under the 
American plan again requires a four-fifths majority. In imposing ~ 
this requirement insufficient account has apparently been taken of 
the fact that after this war there will be no way of ascertaining very 
clearly what is the exchange rate for any country at which its cur- 
rency would not be in need of continual support by the Interna- 
tional Fund. And even if the exchange rate were fixed at what is 
frequently called its true purchasing power parity, new develop- 
ments in production and technology might render adjustments 
desirable. Otherwise only deflation would remain as a means of 
stabilizing the currency permanently; and many countries would 
prefer irregular depreciation of their currency (which the Inter- 
national Fund would not be in a position to prevent). Here, as in 
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the attitude toward gold, which will be discussed below, the Amer- 
ican plan displays a kind of financial orthodoxy that will scarcely 
find widespread approval. 

In the British plan the most original and peculiar feature of the 
international central bank is that its members would be provided, 
within well defined limits, with an almost automatic process for 
taking out international credit. This is done by establishing an 
International Clearing Union for all payments among member 
countries, and by converting this union into a credit institution by 
two important modifications: first, by granting to each member 
country overdraft privileges equal, in principle, to one-half of its 
quota, which, in turn, would be commensurate with its share in 
world trade; and second, by making credit balances with the Inter- 
national Clearing Union legal tender for international payments. 
But “‘staying in debt” with the union would not be encouraged: 
charges of 1 percent a year would be imposed on both credit and 
debit balances if they exceeded one-fourth of the quota, and of 2 
percent if they exceeded 50 percent (section 1, 6, sub-2). On both 
sides the excess balance could be wiped out by direct credit arrange- 
ments between debtor and creditor countries, or, over a longer 
period, by a national policy to import less and export more, or to 
export less and import more, as the case might be. 

It remains true, however, that within limits the overdraft privi- 
lege would make excess imports possible. But it must not be thought 
that this state of affairs would be very different from the normal 
state, as least as it was before 1914, when a fall in the exchange rate 
usually induced a speculative capital influx into the over-importing 
country and reduced the otherwise inevitable gold export. In any 
case it can be argued that under the British plan no country would 
be compelled to extend credit to other countries for a long period, 
since it could always reduce its credit balance by exporting less and 
importing more. The existence of a considerable credit balance for 
a long period could be interpreted as revealing, in itself, a coun- 
try’s desire to export more than it imported (including invisible 
items) without making appropriate arrangements for capital ex- 
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ports—a desire which, as is generally acknowledged, cannot possibly 
be satisfied in the long run and is disruptive of the equilibrium of 
the world economy. 

According to the British plan the governing board could require 
a country whose debit balance exceeded 50 percent of its quota to 
take measures for restoring equilibrium (including deliberate 
changes in the foreign exchange rates and control of capital move- 
ments). And the plan provides for the virtual suspension of a debtor 
country that failed to reduce a debit balance exceeding 75 percent 
of its quota over two years—thus preventing the Clearing Union 
from having members whose foreign exchange rates depreciated 
irregularly. These provisions are much more definite than the cor- 
responding ones in the American plan, but they are still too loosely 
drawn. The statute of the International Clearing Union should in- 
clude a clause providing that no sizable permanent indebtedness of 
a member country would be tolerated,’ and that a country refusing 
to come to an agreement with the union concerning reduction of a 
debit balance, or failing to execute such an agreement, would be 
suspended. There are two conditions, however, under which such 
a clause would have to be moderated: first, if the failure were pri- 
marily caused by lack of cooperation from the creditor countries; 
and second, if it were decided to utilize the new institution for 
financing world trade. 

In the International Clearing Union the absence of paid-in capi- 
tal, though motivated, of course, by England’s lack of gold reserves, 
would be no defect, since the combination of the overdraft privi- 
lege with the legal tender features would render it unnecessary to 
hold any cash reserves for “redeeming” the union’s “currency.” On 
the whole, this scheme seems admirably suited for an international 
reserve bank. Especially in the emergency of rapid withdrawal of 
international credit by the creditor countries (case 2 above) the 
scheme would be of great value. By such a withdrawal the creditor 


* Appropriate remedial measures would be discussed also with a creditor country, 
but in this case the country itself would retain the ultimate decision. 

* With the exception, of course, of the so-called “abnormal war balances,” which 
would form a separate account of definitely limited size. 
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country would merely acquire credit balances with the Interna- 
tional Clearing Union, instead of its former direct claims on other 
countries,‘ and these balances, instead of giving a return, would cost 
2 percent a year. International deflation, which had such deadly 
effects in 1930 and 1931, could be completely avoided, and national 
deflation could be reduced to a minimum. Moreover, the mere fact 
that an international reserve bank was in existence would be likely 
to prevent the financial panic from originating. 


Ill 


In regard to the trade financing function of an international central 
bank, it would not be impossible, of course, under the British plan, 
for the Bank of England‘ to advance the necessary funds to the Lon- 
don money market, and to protect its currency reserve by making 
full use of the overdraft privilege. ‘This, however, would make it 
more difficult for England to take recourse to the international in- 
stitution in the event of an international financial panic. And in 
any case such a policy would probably be opposed by the other 
countries, because it would accord to one money market an excep- 
tional privilege, London paying at the utmost 2 percent on its 
debit balance and earning on its trade discounts the normal rate 
of interest plus commissions. The International Fund envisaged in 
the American plan, being in the possession of paid-in capital, 
might, by a kind of international open market operation, place 
funds at the disposal of the London money market, charging the 
market rates. Enough of the charge of favoritism would still re- 
main, however, to prevent such an arrangement from becoming a 
permanent feature. 

On the whole, the International Fund seems better fitted for per- 
forming the trade financing function than the International Clear- 


*It can be assumed that in the event of an international financial panic the gov- 
erning board of the International Clearing Union would increase the overdraft 
privilege of the debtor countries as far as necessary. 

*It should be noted that only countries could be customers of the two international 
institutions; as a rule they would be represented by their central banks, but since 
the Board of Governors of the Federal Reserve System is not a credit institution the 
United States would presumably be represented by the Treasury. 
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ing Union. There is a deeper reason, however, why neither proposed 
institution could adequately handle this task. A national central 
bank may very well assist in currently financing the turnover of 
trade, because most, or at least a great number, of its member banks 
are engaged in such operations and the central bank could extend 
its assistance impartially to all of them. But among the nations of 
the world only England has an effective organization for the financ- 
ing of international trade. 

And there is a more direct and less objectionable way in which 
the London money market could be supplied with the necessary 
means for international trade financing than through the instru- 
mentality of an international institution: it would be simpler and 
more satisfactory if the London firms were enabled to arrange for 
so-called reimbursement credits for their customers with the Amer- 
ican banks. In other words, British organization and experience 
could still be used for examining and selecting the import drafts to 
be accepted, but the discounting could be done in New York, where 
funds are likely to be more plentiful and cheaper. The English 
guarantee would protect the American bank from any losses, in- 
cluding the exchange risk, which, under either of the new schemes, 
would be considerably reduced. . 

If the new institution were thus limited to the function of an in- 
ternational reserve bank, and if its tasks and rights were strictly 
defined, as suggested above, then little would remain of the criti- 
cism so frequently leveled against both plans that they allow the 
debtor countries to control the capital surplus of the creditor coun- 
tries, especially of the United States. It is true that the overdraft 
privilege might be misused to finance reconstruction; and also that 
the countermeasures of the creditor nations—reduction of their 
import duties or levying duties or even an embargo on exports— 
might sometimes lay too heavy a burden on some of the creditor 
countries’ industries, although economists will agree that the first 
measure should be taken wherever exports exceed imports inappro- 


priately. 
The British plan tries to prevent such a misuse of the overdraft 
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privilege, however, by requiring permission of the governing board 
whenever a member country wants to increase its debit balance by 
more than one-fourth of its quota within a year. Since the aggregate 
quota of all countries (not including Germany, Italy or Japan) 
would amount to about 25, billion dollars, the additional demand 
for American goods which could arise from a misuse of the over- 
draft privilege can be estimated at a maximum of about 3g billion 
dollars a year, for a period of two to three years.* This is not negli- 
gible, although gold import into the United States in the last years 
before the war took out more value from the United States than 
the overdraft privileges could according to the British plan. 

But further protections of the creditor countries might easily be 
introduced. The maximum debit balance that any country might 
establish without special permission or interference from the gov- 
erning board could be further reduced for any country still “under 
reconstruction.” In other words, a country would be admitted to 
the full use of its overdraft privilege only if it proved either that its 
reconstruction had progressed far enough to make further capital 
imports not indispensable, or that it had made the necessary inter- 
national arrangements for financial reconstruction. In addition, in 
order to prevent misuse of the overdraft privilege for acquiring 
foreign investments, it could be stipulated that any country that 
increased its holdings of gold or foreign investment simultaneously 
with its debit balance, or while still in debt to the union, would be 
obligated to liquidate these holdings at once. 


IV 


The most surprising feature of the two plans is certainly the close 
tie-up between gold and the new world currency (“unitas” for ac- 
counts with the International Fund, “‘bancor” for accounts with the 


* A considerable Pe of the aggregate quota would belong to the potential surplus 
countries (United States, the other American countries, Australia, South Africa, 


India, Egypt) or the “neutrals” (Ireland, Sweden, Switzerland). This reduces the 
annual increment to the surplus countries’ credit balance (25 percent of the quota 
of the deficit countries) to less than 4 billion dollars. Since United States exports have 
amounted to less than 40 —— of the surplus countries’ total exports, the estimate 
of a possible 3 billion dolla 

low. 
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Clearing Union). In the American plan this tie-up is absolute (sec- 
tion Iv, 4) but the British plan states (section vi, 31): ‘““The value of 
bancor in terms of gold is fixed, but not unalterably. The power to 
vary its value might have to be exercised if the stocks of gold ten- 
dered to the Union were to be excessive.” It should be noted that 
as long as the value of gold is fixed in terms of bancor or unitas, and 
as long as exchange rates are fixed in terms of the world currency, 
a country is virtually obligated to accept gold in exchange for com- 
modities or securities—as much so as if it were under a definite 
gold standard; for if it refused to buy gold at the ensuing parity, 
the gold exporting country would sell the gold to the international 
institution and in this way acquire international currency which it 
could use at a fixed rate for making payments to any other country.’ 

No reasons for this policy are given in the American plan. The 
British plan declares (section v1, 26), among other things: “nor is 
it reasonable to ask the United States to demonetize the stock of 
gold which is the basis of its impregnable liquidity.” This is scarcely 
convincing, because the countries that would benefit most from a 
definite fixation of the price of gold in terms of international cur- 
rency would be not those holding gold but those producing gold 
(among which the British Empire and, to an unknown extent, 
Russia are by far outproducing the rest).” 

In actual fact, the exact value of the United States gold stocks in 
terms of either dollars or world currency is rather irrelevant to the 
country’s welfare. It would be of importance only if there were 
reasonable chances either for a considerable and lasting import 
surplus or for the withdrawal from the United States of investments 
now held by foreigners. The first-chance is negligibly small; it was 
this fact which led, in the years 1938-40, to widespread criticism of 
the huge gold imports into the United States. The possibility of a 


"It might be argued that since the American plan does not explicitly make unitas 
legal tender for international payments, a member country might try successfully 
to escape these consequences. But that plan insists in such unmistakable terms on the 
association of national currency, unitas and gold that the statement in the text seems 
to be justified. 

*It was the silver-producing countries, like Mexico, not the silver-holding countries, 
like China, that benefited from the American silver valorization after 1933. 
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withdrawal of foreign funds is slightly greater. But it is highly im- 
probable that any withdrawal of this kind will make heavy inroads 
into the United States gold reserve. The advantages to be derived 
from a rigid and virtually permanent association of the dollar with 
gold are therefore small, and certainly much smaller than the dis- 
advantage of having to exchange American goods unconditionally 
for the gold output of the world. 

It is not to be denied, of course, that such a policy may be accept- 
able to the United States for some time after this war, or later: it 
may prove an important stimulus to employment, as it did in the 
years before 1941.’ But a definite and permanent obligation is inac- 
ceptable, and it is regrettable that in this respect the American plan 
is more orthodox than the British. It has already been pointed out 
that it is necessary to consider, as part of a general adjustment 
scheme, also an adjustment of a country’s foreign exchange rate in 
terms of the world currency. But beyond that, any country should 
be entitled to ask for a reduction of the price of gold in terms of 
the world currency whenever the current gold output of the world 
happened to exceed for some time a specific critical level, which 
could be determined as the average output of 1935-39, multiplied 
by an appropriate index of general production. 


V 


Decisions of an international investment board cannot but be in- 
fluenced by political considerations. An international reserve bank, 
on the other hand, even if charged with the task of assisting in the 
financing of world trade, would have a body of economic doctrines 
and banking rules on which to orient its decisions. Provided the 
functions and powers of this institution were clearly defined, and 
that the governing board were not chosen from the group of pri- 
marily politically minded, the nationality of the directors would 
prove of less significance than is usually assumed. Indeed, the views 
of American bankers would prove to be in closer accordance with 


* See the present writer’s paper on “Gold and the Price Level,” in American Economic 
Association, Proceedings (1941). 
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the views of British bankers than with those of American econo- 
mists; and vice versa. In any case, so far as representation in the 
board is concerned, it should not be too difficult to find a compro- 
mise between the British formula and the American one. 

Other conclusions suggested by the foregoing analysis may be 
grouped under five general observations. 

First, the American plan suffers from vagueness with respect to 
the true functions of the institution, and from lack of genuine au- 
thority toward the countries whose currency the International Fund 
would be supposed to stabilize. 

Second, if, as is suggested here, the new institution is limited to 
the role of an international reserve bank, then paid-in capital, as 
suggested in the American plan, would be unnecessary, and the 
modified International Clearing Union of the British plan would 
be adequate. If assistance in the financing of world trade is to be 
included, then paid-in capital, in combination with the modified 
clearing house feature, would be desirable. 

Third, the misuse, for reconstruction finance, of the overdraft 
privilege granted in the International Clearing Union could be 
prevented by a temporary limitation of this privilege. 

Fourth, the definite tie-up of the world currency with gold at a 
fixed rate would be advantageous to the British Empire and Russia, 
but not to the United States; it is in need of modification. 

And finally, the provision of the British plan concerning adjust- 
ment of exchange rates in terms of the international currency is 


indispensable. 


A BUDGET FOR THE NATION 


BY GROVER WM. ENSLEY 


The Budget Concept 


In A sense, all individuals and organizations follow some form of 
budgeting procedure. They formulate, adopt and execute plans in 
striving for certain goals. It has been demonstrated that this process 
may be facilitated, and that there is more assurance of achieving 
desired objectives, if an administrative tool is used. This tool has 
been called a budget. In general a budget is a statement of expected 
incomes and expected expenditures for a given period. 

A government’s budget in a broad sense expresses the govern- 
ment’s program. This view has been taken by President Roosevelt, 
who has said: ““The Budget of the United States presents our na- 
tional program. It is a preview of our work plan, a forecast of 
things to come. It charts the course of the Nation.”* In a democracy 
the government program, once adopted, reflects the collective efforts 
of the society in carrying out common ends or objectives. This pro- 
gram, or budget, has two aspects: first, government incomes, or con- 
tributions from the public; and second, government expenditures, 
or general benefits to the public. 

The first of these aspects has received the most attention from 
economists in the past century, and numerous studies have been 
made of the incidence, effects and administration of taxes. But these 
considerations have as a rule been directed to the ways that govern- 
ment assessments affect the individual, and only secondarily to the 
results of tax policies on the economy as a whole. The classical 


* The Budget of the United States Government for the Fiscal Year Ending June 30, 
1942, p. xiv. Charles A. Beard, in Public Policy and the General Welfare (New York 
1941) p. 156, has remarked that a government budget expresses “the general, over-all 
plan of the government, so far as it has a conscious and deliberate conception of its 
snes ol Gladstone recognized the broader meaning of government budgets, and is 
credited with having said that “budgets are not merely affairs of arithmetic, but in a 
thousand ways go to the root of the prosperity of individuals, the relations of classes, 
and the strength of kingdoms” (A. E. Buck, Public Budgeting, New York 1929, p. 57)- 
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school of economics, which has been historically dominant in this 
country, sought to keep government’s participation or interference 
in economic affairs at a minimum, limiting the functions of govern- 
ment primarily to three: protecting the state from external forces; 
maintaining domestic law and order; and providing certain essen- 
tial public works and institutions. 

Thus, in the past, American textbooks on public finance have not 
given much space to government expenditures, since they were 
thought to involve political questions, largely beyond the realm of 
economic science. In recent years, however, a new theory of public 
exp@nditures has begun to evolve in this country. The activating 
effects of government war expenditures, and the use of public out- 
lays in “filling the gaps in the market system,” have brought about 
a realization that the economics of public expenditures is equal in 
importance to the economics of taxation.’ 

Modern history has witnessed an almost constant broadening of 
the economic objectives of society. And the activating and neutral- 
izing effects of government policies in accomplishing these objec- 
tives are beginning to receive proper appreciation in public budget- 
ing. But not all the implications of these policies are directly meas- 
urable in the government accounts, as it would be difficult for a 
public authority to place monetary values on many of its policies in 
the way that private business can on its intangible assets. For 
example, government policies in respect to tariffs, industrial wage 
rates, monopolies, prices and the like may result in only minor 
government incomes or expenditures. 

It remains true, however, that such policies may have marked and 
perhaps measurable effects on private segments of the economy. 
Therefore in determining public policies, and in evaluating their 
implications for the economy as a whole, it would be desirable to 
have accounts for the nation, relating cause and effect—a method 
of presenting the program of the economy.” 


*See Gerhard Colm, “Theory of Public Expenditures,” American Academy of Politi- 
cal and Social Science, Annals (January 1936) pp. 1-11. 

*The British government has appreciated this need, and has made progress in 
developing techniques for showing the national program. See British Government 
White Paper (Cmd. 6438) , An Analysis of the Sources of War Finance and an Estimate 
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Nature and Function of a Nation’s Budget 


The objective of a nation’s budget would be to bring together in 
one overall table the plans, measured in monetary terms, of all 
economic segments of the nation for the coming year. This budget 
would forecast the effects to be expected not only from the actions 
of government but also from those of industry and individuals, 
whether proceeding autonomously or under the influence of the 
government. It would show the expected contributions of the sev- 
eral factors of production to the nation’s total product, and the 
expected use of this product for consumption and investment? 

The effects of government policy on the nation’s budget should 
be constantly studied and evaluated. A few of the major categories 
in regard to which an attempt should be made to establish criteria 
for analyzing the effects of policy are: expenditures, taxes and bor- 
rowing, as such; and labor, agriculture, industry and international 
relations. Data on these areas may suggest the policies best suited for 
carrying out the government’s objectives. 

The part played by the various levels of government should not 


‘The nation’s budget as envisaged here differs from the concept of the budget em- 
ployed by Stuart Chase. It is seen here as a statement of what may be expected to 
occur in the forthcoming period on the basis of public and private actions. Mr. Chase, 
on the other hand, discusses the nation’s Padget in terms of certain goals—as “a 


balance between work, skill and plant on one side, and the a needs of the 


whole population on the other.” He deals with four aspects of the nation’s budget, 
all of them ideals: the “duty of all citizens to render community service”; the “‘neces- 
sity of maintaining full employment”; the “right to a national minimum .. . adequate 
food, shelter, clothing, health service, and education”; the plant which determines 
the variety and extent of the national minimum.” See his Goals for America, Twen- 
tieth Century Fund (New York 1942) pp. 24-26. 





of the National Income and Expenditure in 1938, 1940, 1941 and 1942, presented to 
Parliament by the Financial Secretary to the Treasury, April 1943. In commenting 
on the development of the White Paper the Economist stated (January 9, 1943, p. 36): 
“The necessity of fitting the Government’s Budget into the wider National Budget, 
of relating Government expenditures to the National Income, found official recogni- 
tion barely two years ago. The reason was that rule of thumb methods were no longer 
adequate to deal efficiently with the rising cost of war. As a counterpart to the physi- 
cal allocation of the national resources between Government and civilian require- 
ments, it had become desirable to adopt a method of account, showing, in money 
terms, the size and distribution of the national income, and capable of being used as 
an instrument of control.” For a discussion of the White Paper of April 1942 see 
Richard A. Musgrave, “White Paper on British War Finance, 1938-41,” Journal of 
Political Economy (December 1942) pp. 920-33; and for a review of the previous 
year’s Paper see Seymour E. Harris, “The British White Paper on War Finance and 
National Income and Expenditure,” ibid. (February 1942) pp. 27-44. 
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be overlooked in considering the economy as a whole. A properly 
prepared nation’s budget would disclose the effects of state and local 
government policies coordinated with or compensating those of the 
federal government. The facts would be available to make possible 
a better cooperation of these levels of government. 

As to the content and form of a nation’s budget, it should show, 
on the one hand, incomes from the total national product, that is, 
the contributions of human and material resources; and, on the 
other hand, expenditures for the total national product, that is, the 
uses made of the product by the economy. Each of these divisions 
should be broken down into private and government categories, 
with “private” subdivided into the individual and the business 
spheres, and “government” subdivided into federal and the aggre- 
gate of state and local (see Tables 1 and 2, below, where incomes 
and expenditures are shown, for convenience, in separate tables). 

In this framework, as discussed below, the gross national product 
series developed by the Department of Commerce has been utilized, 
with some modifications. It is recognized that there may be certain 
limitations to the use of this series as a measure of total production, 
but it provides comparable data in considerable detail for a number 
of years, and for the purposes of constructing a nation’s budget it 
may be used until more satisfactory measures are developed. ‘The 
terminology in connection with certain items of the series may also 
be questioned, but Commerce terms have here been used so far as 
possible, in order to avoid confusion for those familiar with the 
data." 

Under “Incomes from Gross National Product” the budget 
would show, first, the contributions to that product made by labor, 
enterprise, capital and land, as measured by the monetary incomes 
of individuals. From these income payments would be deducted 
the personal tax and nontax payments to government, and individ- 


*For an explanation of the Department of Commerce series see Milton Gilbert and 
R. B. Bangs, “Preliminary Estimates of Gross National Product, 1929-41,” Survey of 
Current Business (May 1942) pp 9-13; same authors, “National Income and the War 
Effort—First Half of 1942,” ibid. (August 1942) pp. 10-17; and Milton Gilbert and 
George Jaszi, “National Income and National Product in 1942,” ibid. (March 1943) 
pp. 10-26. 
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ual compulsory and voluntary savings, in order to show the net flow 
of income to individuals, or the income from national product con- 
sumed by individuals in the period. 

The contributions of private business to gross national product 
—those not already counted under individual income—would be 
measured by corporate undivided profits, business reserves and 
capital outlays charged to current expenses, and an adjustment for 
the revaluation of inventories. The total of these factors, after al- 
lowing for the compulsory and voluntary savings or borrowings of 
business, would represent the income from national product ab- 
sorbed by business in the period. 

Under government income would be listed, for both federal and 
state plus local governments, personal tax and nontax payments, 
business tax and nontax liabilities, and contributions to social in- 
surance funds accruing to the government. By adding borrowing 
from current savings and deducting transfer payments, one obtains 
the net income from national product that flows to and is used by 
the government, federal or state and local, as the case may be. 

Under “Expenditures for Gross National Product,” also divided 
into the categories of private and government, would appear, first, 
amounts representing the services and durable and nondurable 
goods purchased by individual consumers. Business expenditures 
for construction, equipment, net inventory accumulation, net ex- 
ports and monetary use of gold and silver would account for private 
utilization of national product for capital formation. Under govern- 
ment would be set forth the product taken by the federal govern- 
ment and by state and local governments for their activities (at 
present classifiable as war and nonwar). A distinction between the 
portion of product consumed by government in carrying on operat- 
ing functions and that used in capital formation would be desirable, 
but because of present accounting procedures this information is 
not now available. 

The new Department of Commerce gross national product series 
provides data for the periods since 1929 on most of the items 
included in this framework of the nation’s budget. In preparing 
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such a budget for a future period it would be necessary to forecast 
these data. During a period of total war, when the federal govern- 
ment through direct actions and rigorous fiscal policy largely regu- 
lates the entire economy, the estimates may be made with a reason- 
able degree of accuracy. In ordinary times, when the private sphere 
is dominant and there is less intervention by government, forecasts 
would be less accurate. The term budget, however, implies estimate, 
an estimate based on the best available information; it does not 
mean one hundred percent accuracy. Techniques may be developed 
that would provide a sample upon which reasonable estimates in 
the private sphere might be based. Substantial progress has been 
made, for example, in agricultural and industrial forecasting. 

A nation’s budget as herein constructed would always balance in 
form, that is, total monetary incomes from the nation’s product 
would always equal total monetary expenditures for the nation’s 
product. It is true that in the course of the budget period condi- 
tions might occur that would prevent the budget from being car- 
ried out as originally planned—a characteristic that is true, of 
course, of all budget systems. A nation’s budget would not be exe- 
cuted as planned if changes occurred, for example, in the saving- 
spending patterns of individuals. If certain groups saved less or 
dissaved more than expected, effective demand might exceed the 
available quantities of goods and services, and prices would tend to 
rise, thus changing a number of items in the budget. On the other 
hand, if the savings of these individuals exceeded the amount 
planned, or if their expenditures were less than forecast, monetary 
demand would be less than that needed to purchase the total prod- 
uct, and prices would tend to decline. In either case, however, the 
budget as finally executed would balance. 

But there is a sense in which a nation’s budget may not be in 
balance. Even though it is balanced in form, with money incomes 
equaling expenditures, it may be that millions of workers are unem- 
ployed and resources are idle while people are starving; or it may 
be that there is net capital consumption, a condition that permits 
the diversion of maximum resources to a war effort but can con- 
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tinue only for a limited time if the nation’s capacity to produce is 
to remain unimpaired. And a nation’s budget would be unbalanced, 
in the sense that the economy is unbalanced, if national objectives, 
for example, maximum productive employment, optimum utiliza- 
tion of material resources, a large real income, high standards of 
health and welfare, were not satisfactorily obtained. 

Thus a nation’s budget, with its balanced monetary flows, does 
not in itself indicate the state of national resources and needs, or 
tell whether objectives are being accomplished. Not all economic 
problems can be solved merely by analyzing and influencing the 
monetary flow of incomes and expenditures. ‘There is need for con- 
stantly relating these monetary flows with physical flows, with real 
plant and equipment, with production and distribution of real 
goods and services. These are the factors that in the final analysis 
satisfy economic wants and are a measure of the accomplishment of 
objectives. What particular programs should be undertaken by 
government, business and individuals in bringing about an im- 
proved balance may remain an open issue. The diverse arguments 
of conservatives, liberals and radicals are still unresolved. The claim 
for a budget related to our physical environment is only that it 
makes available quantitative materials and allows perspectives, 
thereby serving as a tool to those charged with making policy deci- 


sions. 


The Nation’s Budget for Federal Fiscal Year 1944 


Preparation of a nation’s budget involves making a series of ap- 
proximations based on the economic effects of certain expected 
private and public actions. The steps taken in making the approxi- 
mations vary from time to time, depending on national objectives 
and the degree of balance in the economy. By bringing together in 
a nation’s budget the plans of individuals and businesses, and the 
preliminary plans of government, those charged with policymaking 
are in a better position to determine whether the several programs 
are reconcilable, whether it will be possible for the budget as a 
whole to be carried out as originally cast. It might be discovered, 
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for example, that because of large income payments resulting from 
war production individuals will want to spend x dollars for con- 
sumer goods and services, but that the supply of these goods and 
services at constant prices will be x minus y dollars. In this case it 
is apparent that unless plans are changed a price rise will accom- 
pany the execution of the nation’s budget. If a marked price rise 
would interfere with the achievement of national objectives it 
might be desirable for the government to modify its program, in 
order to reconcile the plans of those making up the economy and 
thus to assure stabilization. 

Today the immediate major national objective is to win the war 
in the shortest possible time with the smallest total sacrifice of life 
and material resources. This objective calls for the most effective 
direction of manpower, equipment and materials in the production 
of implements of war, in transportation, in combat and in produc- 
tion of necessary civilian goods and services. A second objective is 
to distribute the sacrifices of war in the most equitable manner 
compatible with the goal of winning the victory. This involves eco- 
nomic stabilization both during and after the war. A nation’s 
budget should reflect these objectives, and should therefore repre- 
sent a synthesis of necessary economic and political policies for ac- 
complishing these ends. 

In order to illustrate the procedures that might be followed in for- 
mulating a nation’s budget, and to suggest its usefulness, a nation’s 
budget for the federal fiscal year 1944 is presented below. The first 
step in constructing the nation’s budget for this period involves 
formulating the federal government program, since the primary 
responsibility for achieving national objectives in times of war 
clearly rests with the federal government. As we have seen, there 
are two parts to this program. One concerns war expenditures, 
which represent the means of achieving the nation’s primary goal; 
the other concerns the policies required for economic stabilization. 

In programming federal war expenditures, an appraisal of mili- 
tary demands and a forecast of the nation’s possible production are 
basic. Manpower, skill, materials, equipment and time are major 
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factors to be considered in estimating gross national product. A 
program of direct controls over these human and material resources, 
and perhaps a program of wage and price adjustments and subsi- 
dies, must be evolved to assure maximum production of needed 
goods and services. But essential private capital formation, govern- 
ment nonwar activities and civilian requirements share with the 
war effort in the utilization of the total product. The federal war 
program, therefore, must allow for these necessities. 

In order to determine what additional federal program is neces- 
sary for war and postwar economic stabilization it is essential to 
measure the effects of federal war and other expenditures on the 
economy. A useful tool in determining this second part of the fed- 
eral program is the conception of the consumer inflationary gap. 
The gap, as used here, measures the excess of consumer demand at 
expected current levels of income over consumer supply stated in 
prices existing at the beginning of the period. It is assumed that 
there will be effective federal action to close the gap in one way or 
another, or by a combination of methods. In other words, no allow- 
ances are made for the spiraling secondary effects that would result 
from an unclosed gap. Any other procedure would be inconsistent 
with the objective of economic stabilization. 

With the assistance of the gap estimates, a federal program must 
be formulated to offset the inflationary effects of war expenditures. 
Great care must be exercised to evolve a program that will have the 
desired neutralizing effects and yet not interfere with the war effort. 
For example, if the gap is large, complete reliance should not be 
placed upon direct controls to force excess money into liquid 
hoards. Black markets would probably result, especially if confi- 
dence in the stabilization program were lost or if patriotic support 
were not maintained. On the other hand, it might also be poor pol- 
icy to attempt to collect sufficient taxes to close the gap. The tax 
rates required for such a program would have to be so high that 
production would fall for lack of incentive, and consumers might 
be compelled to change their consumption patterns more drasti- 
cally thar. required by war necessities. In these cases not only would 
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the war effort be imperiled, but the supply of consumer goods and 
services would become still smaller, thus offsetting the effects of 
higher taxes in closing the gap. Moreover, a tax program of this 
magnitude would not assure fair prices or proper distribution of 
life necessities, and therefore it would have to be supplemented by 
price control, rationing and other direct controls, in order to make 
sure that essentials were produced and shared. These considerations 
suggest that no one measure is likely to do the whole job. A balanced 
program must be evolved, after carefully measuring and comparing 
the effects of specific policies on production, income, saving and 
spending. 

A nation’s budget as finally set forth should account for the effects 
of the federal government’s activating and neutralizing program 
decided upon. But the plans and policies implied in the federal 
budget are not always the ones adopted by Congress. On the con- 
trary, by positive legislation or by legislative inaction Congress 
may adopt a different federal program—Congress has the last word. 
And the modified program may considerably change the nation’s 
budget. It may point toward other objectives, or it may call for 
other means of accomplishing the same ends. This possibility of 
change does not, however, alter the responsibility of the President 
to prepare a federal budget, a program that he believes will best 
accomplish the national objectives as he interprets them. The poli- 
cies implied in the federal budget are essential to the formulation 
of a nation’s budget, and at the same time the latter’s quantitative 
statement of effects offers important assistance in federal budgeting. 

A draft of the nation’s budget for the federal fiscal year 1944, cov- 
ering the period July 1, 1943, to June 30, 1944—the final approxi- 
mation after incorporating the neutralizing federal program—is 
presented in Tables 1 and 2, with comparative data for fiscal years 
1942 and 1943." Since a nation’s budget would be used by the ad- 


*Preliminary data now show that actual individual expenditures for goods and 
services in fiscal 1943 were somewhat more than estimated when this draft of the na- 
tion’s budget was prepared. On the other hand, actual federal war expenditures for 
goods ‘and services in the same period were somewhat less than anticipated. The 
gross national product was about as forecast. 
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TaBLeE 1 — THE NATION’S BUDGET: INCOMES FROM GROSS NATIONAL 
PRODUCT, Federal Fiscal Years, Actual 1942, Estimated 1943 and 1944a 


(billions of current dollars) 








Incomes 1942 1943 1944 
PRIVATE 
Individual 
Income payments to individuals $102.8 $1304 $144.9 
Minus: Personal tax and nontax payments 5.8 10.0 20.5 
Individual compulsory savings _ 0.2 11.5 
Individual voluntary savings 18.9 39.1 $2.9 
Equals: Net income flow to individuals 78.0 81.1 80.0 
Business 
Corporate undivided profits 3.5 4.0 4.6 
Depreciation and depletion charges 74 8.2 9.0 
Other business reserves and capital outlays charged 
to current expenses 2.6 2.8 2.5 
Minus: Inventory revaluation and adjustment 
for discrepancies 5.2 0.5 - 
Business compulsory savings _ 0.3 1.8 
Business voluntary savings —8.0 12.7 11.2 
Equals: Net income flow to business 16.2 I 3.1 
Net Private Incomes 94.2 82.6 83.1 
GOVERNMENT 
Federal 
Personal tax and nontax payments 3.8 8.2 18.7 
Business tax and nontax liabilities 13.5 19.8 25.9 
Contributions to social insurance funds 2.7 3.1 3.8 
Borrowing from or offsets to savings 12.3 52.9 57.4 
Minus: Transfer payments 1.7 2.4 3.6 
Equals: Net income flow to federal government 30.7 81.6 102.2 
State and Local 
Personal tax and nontax payments 1.9 1.8 1.8 
Business tax and nontax liabilities 7.8 7.0 6.4 
Contributions to social insurance funds 0.3 0.2 0.2 
Borrowing from or offsets to savings —14 —0.6 _ 
Minus: Transfer payments 0.8 0.8 0.7 
Equals: Net income flow to state and local govt. 7.8 7.6 7.7 
Net Incomes of Government 38.4 89.2 109.9 
TOTAL INCOMES FROM GROSS NATIONAL PRODUCT 132.6 1718 193.0 





a See footnote to Table 2. 
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TABLE 2 — THE NATION’S BUDGET: EXPENDITURES FOR GROSS NATIONAL 
PRODUCT, Federal Fiscal Years, Actual 1942, Estimated 1943 and 19444 
(billions of current dollars) 








Expenditures 1942 1943 1944 
4. 
PRIVATE 
Individual 
Services $26.5 $270 $26.0 
Nondurable goods 44.0 49.1 49.0 
Durable goods 74 5.0 5.0 
Individual expenditures for goods and services 78.0 81.1 80.0 
Business 
Construction, including residential 4.8 1.9 1.5 
Producers’ durable equipment 7.6 3.0 3.2 
Net increase in business inventories 2.9 —3.4 —1.5 
Net exports of goods and services 0.7 —0.1 —0.2 
Net exports and monetary use of gold and silver 0.2 0.1 0.1 
Business expenditures for goods and services 16.2 15 31 
Total Private Expenditures 94.2 82.6 83.1 
GOVERNMENT 
Federal 
War expenditures for goods and services 25.4 76.3 96.5 
Nonwar expenditures for goods and services 5.2 5.3 5.7 
Federal expenditures for goods and services 30.7 81.6 102.2 
State and Local 
Expenditures for goods and services 7.8 7.6 7.7 
Total Government Expenditures 38.4 89.2 109.9 
TOTAL EXPENDITURES FOR GROSS NATIONAL PRODUCT 132.6 171.8 193.0 





@ Based on Table 3, with adjustments shown in Tables 4 and 5. Fiscal year 1942 data 
were derived from Department of Commerce calculations, Survey of Current Business 
(March 1943); preliminary data for fiscal 1942 appeared in Survey of Current Busi- 
ness (August 1942). Federal data for 1943 and 1944 were derived, as shown in Table 
8, from federal budget for 1944. Other estimates and assumptions are the writer’s. 
Items will not always add to totals, because of rounding. 


ministration as a tool in federal programming, it would be prepared 
in December of each year, in conjunction with the formulation of 
the federal budget. Therefore the nation’s budget for the fiscal year 
1944 is set forth here as it might have been prepared in December 
1942. Worksheet and supplementary data are presented in the sub- 
sequent tables. It is readily admitted that a number of these esti- 
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mates of economic developments are little more than guesses; there- 
fore allowance should be made for a considerable margin of error. 

Table 3 sets forth first approximations of the effects of the war 
program on the economy, using as a basis for estimate the federal 
controls in effect on January 1, 1943. According to these calcula- 
tions the consumer inflationary gap—the difference between what 
individuals plan to spend and the expected supply of goods and 
services—was about 8 billion dollars in fiscal 1943 and will be over 
18 billion in fiscal 1944." 

The federal program for closing the gap has been considered as 
made up of three parts, as shown in Table 4: first, fiscal legislation 
regarding additional taxation and compulsory savings; second, ex- 
tension of direct controls; and third, a controlled price rise. 

As to the first of these, the federal budget requested additional 
tax and compulsory savings collections of 16 billion dollars in the 
fiscal year 1944. Details of a fiscal program that would meet this 
objective were not outlined, however, and therefore the program 
set forth here, and the estimates of its effects on the economy, as 
shown in Table 5, are purely hypothetical. Table 5 indicates that 
additional Treasury collections of 16 billion dollars in fiscal 1944 
would require a total liability of 22 billion in the nation’s budget. 
Because the 16 billion in new taxes and compulsory savings could 
not become effective until after the close of fiscal 1943, this fiscal 
program could have no effect on the gap in fiscal 1943, but it is 
calculated to result in an 11 billion dollar reduction in the gap in 
fiscal 1944. 

Part of the proposed taxes and compulsory savings would be 
paid out of incomes otherwise voluntarily saved. On the other hand, 
the second part of the neutralizing program calls for an extension 
of direct controls—rationing, and price, wage, credit and similar 
controls—to keep income payments in line and to effect additional 


* The gap for fiscal 1942 was closed, ex post, by a consumer price increase averaging 
6 percent. A price rise will close the gap, as Milton Friedman explains, “by changing 
the ratio of saving to spending and by changing the ratio of the value of goods avail- 
able for sale to the total value of goods produced” (“Discussion of the Inflationary 
Gap,” American Economic Review, vol. 32, June 1942, p. 316). 
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4 TaBLE 3—CONSUMER INFLATIONARY GAP UNDER FEDERAL 
GOVERNMENT CONTROLS IN EFFECT JANUARY I, 1943, Federal 
Fiscal Years, Actual 1942, Estimated 1943 and 19444 
(billions of current dollars) 
’ Item 1942 1943 1944 
t Consumer Demand (in current dollars) 
L Incomes from gross national product $132.6 $171.8 $190.0 
r Minus: Federal business tax and nontax liabilities 13.5 19.8 21.4 
State & local " “ “ * * 78 7.0 6.4 
Depreciation and depletion charges 74 8.2 9.0 
Other business reserves and capital outlays 
, charged to current expenses 2.6 2.8 2.5 
Plus: Inventory revaluation and adjustment for 
- discrepancies 5.2 0.5 - 
Equals: National income 1066 134.5 150.7 
Plus: Federal transfer payments 1.7 2.4 3.6 
State and local transfer payments 0.8 0.8 0.7 
, Minus: Corporate undivided profits 3.5 4.0 4.5 
Contribs. to federal social insurance funds 2.7 3.1 3.8 
ad “ state & local ” ” ad 0.3 0.2 0.2 
Equals: Income payments to individuals 102.8 130.4 146.5 
} Minus: Federal personal tax and nontax payments 3.8 8.2 13.7 
State & local ” * @ “ o 1.9 1.8 1.8 
Equals: Disposable income of individuals 97.0 120.4 131.0 
Minus: Individual compulsory savings - 0.2 - 
, Individual voluntary savings 18.9 33.76 = 36.76 
Equals: Consumer demand 78.0 86.5 94.3 
Consumer Supply (in prices at beginning of period) ¢ 
Expenditures for gross national product 125.1 166.8 187.2 
Minus: Federal government war expenditures 24.0 74.1 95.1 
Federal government nonwar expenditures 4.9 5.1 5.6 
State and local government expenditures 74 7.4 76 
Private gross capital formation 15.3 15 3.0 
Equals: Consumer supply 73.6 78.7 75.9 
Consumer Inflationary Gap 
Excess of consumer demand over supply 44d 78 18.4 





@ See footnote to Table 2. 

6 Assumes continuation at same rate as in period June-December 1942 (28 percent 
of individual disposable income after allowance for compulsory savings). 

¢ Fiscal 1942 expenditure data are deflated by Bureau of Labor Statistics cost-of-living 
index. For fiscal 1943 an increase in prices averaging 0.5 percent a month is assumed, 
for fiscal 1944 an increase of 0.25 percent a month. 

d Closed, ex post, by consumer price increase averaging 6 percent. 
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Taste 4— FEDERAL GOVERNMENT PROGRAM FOR CLOSING CONSUMER 
INFLATIONARY GAP, Federal Fiscal Years 1943 and 19444 
(billions of current dollars) 








Net Reduction 
Item of Consumer Gap 

1943 1944 
Fiscal legislation: collect 16 billion dollars in additional taxes and 
compulsory savings during fiscal 1944. Results: decrease of 
8 billion dollars in consumer demand; increase of 3 billion 

dollars in consumer supply at market prices.b $— $110 
Direct controls: extension of rationing, plus price, wage, credit and 
similar controls. Results: additional voluntary savings by indi- 

viduals.¢ 5.4 6.3 
Controlled price rise: price adjustments and increases in uncon- 
trolled areas. Results: average increase in consumer prices of 
0.5 percent a month in fiscal 1943 and 0.25 percent a month in 

1944.4 2.4 1.1 

NET EFFECT OF PROGRAM ON CONSUMER GAP 7.8 18.4 





a The figure of 16 billion dollars in additional taxes and compulsory savings was 
given in the Budget Message of the President (federal budget for 1944). Other esti- 
mates and assumptions are the writer's. 


b See Table 5. 
¢In spite of controls over income payments to individuals. 
d It is expected that moderate federal subsidies will be paid to insure production of 


certain civilian goods within the price ceilings. 
individual savings. As a result of these direct controls, and the ac- 
companying consumer good shortages, it is expected that there will 
be additional individual savings of over 5 billion dollars in fiscal 
1943 and over 6 billion in fiscal 1944, thereby reducing the gap by 
corresponding amounts in each period. These savings are available 
for use in financing the federal government expenditures, after 
minor allowances for state and local borrowing and surplus—avail- 
able directly, indirectly or as offsets to credit expansion.’ 

The third part of the proposed federal program calls for an over- 


* Savings may be used directly by the owner to purchase federal securities. They may 
be placed in savings banks or life insurance companies, with these institutions invest- 
ing the funds in federal bonds, thus indirectly flowing into the federal Treasury. 
Finally, they may be held in the form of currency or demand deposits; in this case 
they may be used as offsets to the credit expansion that results from the governments 
borrowing from commercial and Federal Reserve banks. 
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TABLE 5— PROPOSED FEDERAL GOVERNMENT FISCAL LEGISLATION AND 
ITS ECONOMIC EFFECTS, Federal Fiscal Year 19444 
(billions of current dollars) 











Net Economic Effects 
additional 
Item govt. funds Gross Corporate income Individ. 
& private national undivided earsnng emma voluntary 
liabilities’ product _ profits 7 — cnn savings 
viduals 
Individual 
Income taxes $ 5.0 $ — $ — $ — $— 3.5 $— 1.5 
Compulsory savings 11.5 _ _ —4.5 —7.0 
Business 
Excise taxes 3.0 +3.0 _ c +0.5¢ — 0.5¢ 
Corp. income taxes 1.5 _ —0.5 —10 — 0.3 —0.7 
Compulsory savings 1.0 _ +0.6 — 0.6 —0.2 —0.4 
TOTAL 22.0 +3.0 +0.1 —16 — 8.0 — 10.1 





a All estimates and assumptions are the writer’s. 


b Department of Commerce basis, that is, business taxes are on a liability basis, per- 
sonal taxes and compulsory savings are counted when paid by individual. These 
items would result in additional Treasury collections of 16 billion dollars in fiscal 1944. 


eIt is assumed that excise taxes do not affect subsistence living or cause wage rate 
increases. To the extent that such wage adjustments occurred, income payments, 
consumer demand and individual savings would be increased. 


all price rise averaging 1.5 percent in fiscal 1944. While the primary 
purpose of price adjustments is to assure maximum production, 
such adjustments, if accompanied by direct controls over incomes, 
will close the remainder of the consumer gap. For individual con- 
sumers this price increase will be in addition to the rise, averaging 
about 4 percent, caused by adoption of the proposed excise taxes.’ 
Therefore the total amount spent by individuals for consumer 
goods and services in fiscal 1944 is expected to be 5.5 percent great- 
er than what would be spent at the price level existing at the begin- 
ning of the fiscal year, July 1, 1943. 

Because of the moderate nature of the price adjustments, and be- 


cause the proposed excise taxes will not affect subsistence living, it 
*Increased individual expenditures due to excise taxes in fiscal 1944 would be 3 


billion dollars (Table 5) as compared with 76 billion dollars worth of goods and 
services available, in July 1, 1943, prices (Table 3). 
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is assumed that wages and other payments will not increase more 
than indicated in the income estimates in Table 3. As has been 
stated, the fiscal and price parts of the proposed federal program 
would be accompanied by firm direct controls over income pay- 
ments. 

The nation’s budget as presented in Tables 1 and 2 is based on 
an expected gross national product of 172 billion dollars in fiscal 
1943 and 193 billion in fiscal 1944, at market prices. The program 
provides for federal, state and local government expenditures of 
89 billion dollars of this product in 1943 and 110 billion in 1944, 
of which 76 and 97 billion dollars, respectively, are expected to be 
used for war. 

It is estimated that private gross capital formation was less than 
2 billion dollars in fiscal 1943, but that it will amount to g billion 
in fiscal 1944, because of the necessity of making replacements of 
certain essential equipment and the declining ability to offset these 
outlays with inventory. As shown in Table 6, there was nearly a 
7 billion dollar capital consumption in private business in fiscal 
1943, and the nation will continue to draw upon its private capital 
during the current fiscal year—to the extent of about 6 billion 
dollars—for inventories will largely disappear, and business depre- 

ciation will exceed replacements and expansions. It is because of 
the lack of data that the capital consumption shown here is limited 
to that occurring in private business. Individuals and governments 
will also be using up durable goods purchased months ago, but 


Tas_e 6 — NET PRIVATE CAPITAL FORMATION, Federal Fiscal Years, 
Actual 1942, Estimated 1943 and 19444 
(billions of current dollars) 








Item 1942 1943 1944 
Private gross capital formation $16.2 $1.5 $3.1 
Minus: Depreciation and depletion charges 714 8.2 9.0 
Equals: Net private capital formation > 8.8 — 6.7 —59 





a Based on Tables 1 and 2. 
b When negative, capital consumption. 
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TasBLE 7 —NATIONAL INCOME, Federal Fiscal Years, Actual 1942, 
Estimated 1943 and 1944a 
(billions of current dollars) 











Item 1942 1943 1944 

Income payments to individuals $102.8 $130.4 $1449 
Plus: Corporate undivided profits 3.5 4.0 4.6 
Contributions to social insurance funds 3.0 3.3 4.0 

Minus: Government transfer payments 2.5 3.2 4.3 
Equals: National income 106.6 134.5 149.2 





a Based on Table 1. Items will not always add to totals, because of rounding. 


depreciation estimates of such loss in service life would be ex- 
tremely rough. On the other hand, federal expenditures represent, 
in part, real investment: federal war plants, for example, may be 
used for many years in war and in peace. To obtain a truer picture 
of the nation’s total capital position it would be necessary to have 
individual and government capital accounts. 

Finally, when the 110 billion dollars for government expendi- 
tures in fiscal 1944, and the g billion for business expenditures, are 
deducted from the 193 billion of national product, there remains 
80 billion dollars for consumers to spend on goods and services 
during the current fiscal year, at market prices. This is nearly as 
much as was available in fiscal 1943, but in real supply it represents 
a reduction of 13 percent from fiscal 1942.” 

As shown in Table 7, the national income for the fiscal year 1943, 
as distinguished from gross national product, is estimated at 135 
billion dollars. For fiscal 1944 the national income, after account- 
ing for the effects of the proposed federal government program, 
should reach nearly 150 billion. 

A budget for the nation could serve as a tool for government 
budgeting not only in wartime but also in periods of peace, when 
the objectives of the nation, as in war, call for a high level of pro- 


* Consumer supply for fiscal 1944, in prices as of July 1, 1943, is estimated at 76 
billion dollars (Table 3). This supply, deflated to average fiscal 1942 prices, would 
be worth 68 billion dollars. In fiscal 1942 supply was valued at 78 billion, in current 
prices, or 10 billion dollars higher than that expected in fiscal 1944. 
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TaBLE 8— DERIVATION OF FEDERAL GOVERNMENT DATA IN THE 
NATION’S BUDGET (Tables | and 2), Federal Fiscal Years, Actual 1942, 
Estimated 1943 and 19444 
(billions of current dollars) 





Item 





Federal Tax and Nontax Series 


Personal tax and nontax payments 

Direct taxes on individuals 
Nontax receipts 0.1 
Minus: Postwar credits, compulsory savings _ 
Total, under legislation in effect Jan. 1, 1943 3.8 
Plus: Proposed additional legislation - 
Equals: Total personal tax and nontax payments 3.8 


Business tax and nontax liabilities 

Direct taxes on corporations, collettions 5.0 
All other business tax and nontax liabilities 3.7 
Excess of tax liabilities over collections 4.9 
Minus: Postwar credits, compulsory savings - 

Capital transactions in nontax receipts 0.1 
Total, under legislation in effect Jan. 1, 1943 13.5 
Plus: Proposed additional legislation _ 
Equals: Total business tax and nontax liabilities 13.5 


Contributions to Fed. Soc. Insur. Funds 
Employment taxes in federal budget 1.2 
Other employment taxes 1.4 
Government employees’ retirement funds (fed. share) 0.1 
Total contributions 2.7 


Federal Borrowing from or Offsets to Savings 
A. Reconciliation With Federal Budget 

Net federal deficit, legislation in effect Jan. 1, 1943 19.6 57.5 71.0 

Net expenditures, in checking accts. of govt. corps. 3.6 5.0 4.8 

Increase in general fund balance 0.4 —0.1 —0.1 

Equals: Increase in federal debt 23.5 62.4 75.7 

Minus: Social insurance fund savings 1.8 2.2 3.1 
Excess of tax liabilities over collections 4.9 5.9 2.9 
Increase in general fund balances 0.4 —0.1 —0.1 
Other inc. in fed. debt not requiring savings 4.1 1.5 2.9 


Equals: Borrowing from or offsets to savings, legis- 
lation in effect Jan. 1, 1943 12.3 529 66.9 


Minus: Proposed additional tax legislation - _- 9.5 
Equals: Total borrowing from or offsets to savings 12.3 52.9 57.4 





a Basic data are derived from federal budget for 1944. Assumptions of the writer as 
to proposed additional tax and compulsory savings legislation are set forth in Table 5. 
Items will not always add to totals, because of rounding. 
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TABLE 8 — (continued) 





Item 1942 





Federal Borrowing from or Offsets to Savings (cont'd) 
B. Source of Savings Borrowed under Proposed 
Tax and Compulsory Savings Program 
Individual savings 
Compulsory 
Voluntary 


Business 
Compulsory 
Voluntary 
State and local surplus 
Total borrowing from or offsets to savings 


Federal Transfer Payments 


Allowances for servicemen’s dependents (fed. share) — 
Relief and veterans’ pensions 0.8 
Food stamps and veterans’ bonus 0.3 
Benefit payments from federal social insurance funds 0.7 


Total transfer payments 7 


Federal War Expenditures 


Federal war expenditures 26.0 
War corporations (net nonloan transactions) 1.4 
Minus: Allowances for servicemen’s dependents 
(federal share) 
Net prepayments, purchase of existing 
assets, and offshore expenditures 
Equals: War expenditures for goods and services 


Federal Nonwar Expenditures 


Federal nonwar expenditures 
Government employees’ retirement funds (fed. share) 
Corporations, nonwar (net nonloan transactions) 
Minus: Capital transactions 

Refunds of taxes and duties 

Relief and veterans’ pensions 

Transfers to trust accounts 
Equals: Nonwar expenditures for goods and services 
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duction and an economical use of goods and services. It should be 
noted, however, that the nation’s budget would not dictate the 
objectives, or goals, of the nation. Nor would it necessarily spell an 
extension of public control over the private sphere of the economy. 
It would represent merely a synthesis of the hopes, fears and expec- 
tations of the individuals and groups of individuals that make up 
the nation, as estimated by those preparing the budget. 

A nation’s budget, like any other tool, may be misused. And even 
if used to the best advantage it would not cure our national ills. But 
with the help of a nation’s budget, criteria showing the effects of 
certain policies could be prepared over a period of years—criteria 
that would be valuable in government budgeting. 


(Washington, D. C.) 
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SELF-LIQUIDATING WAGES 


BY HANS APEL 


I 


Accorpine to Mr. Keynes’ theory of employment, which has been 
widely accepted in the last decade, protracted depression of busi- 
ness, leading to general and large-scale unemployment of all factors 
of production, is due to an insufficient monetary demand for the 
products of industry. This demand consists of two parts: the de- 
mand for consumption goods and services by the public out of its 
income; and the demand for capital goods and additions to stocks 
by businessmen and corporations. It is the fluctuations in the lat- 
ter which are at the root of fluctuations in business and employ- 
ment. 

Mr. Keynes’ own solution, and the many others proposed by those 
who have accepted Mr. Keynes’ analysis, almost invariably call, in 
large part, for state action. It has been taken for granted that the 
purchasing power that is subtracted by the relative stoppage of pri- 
vate investment activities must be furnished by the community 
through public expenditure. Ways in which private enterprise 
might be able to undertake this task have apparently not been con- 
sidered. 

This failure to consider how private enterprise might deal with 
the problem seems strange, for three reasons. First, the financial 
means for covering the public expenditure are mainly furnished by 
entrepreneurs or enterprises as loans to the government; to use 
these same funds in a more direct way would seem only logical, and 
would dispense with the problems of interest payments and debt 
liquidation. Second, public expenditure on an increasing scale is 
likely to be regarded as interfering with rights and opportunities 
of private enterprise; to avoid such interference by taking the mat- 
ter in its own hands should greatly appeal to business. And third, 
there is a genuine connection between full employment and real 
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prosperity of enterprise, and therefore restoration of full employ- 
ment should be the foremost concern of business itself. 

The last consideration furnishes the basis for a practical ap- 
proach, because the difference between underemployment equilib- 
rium and full employment expresses itself, for private enterprise, in 
huge additional aggregate profits to be derived from the greater 
national income resulting from capacity output. This implies that 
financing the proper means by which full employment could be 
restored would constitute a sound investment thoroughly compat- 
ible with acknowledged business principles. 

To restore full employment means to increase real purchasing 
power, either in the sphere of investment or in the sphere of con- 
sumption. Increased private investment, as we know, is not feasible 
under conditions of underemployment equilibrium, because safe 
markets are lacking for additional output or additional services. 
This leaves private enterprise with only the alternative of financing 
increased consumption. In order to do this effectively the following 
basic rules would apply. 

First, the funds representing additional purchasing power would 
have to be distributed to the bulk of consumers. 

Second, the appropriations should not be in the nature of loans, 
because this would prevent the recipients from spending the funds 
as freely as would be necessary. 

Third, the individual appropriations should vary in such a way 
that different groups of consumers would benefit from them in the 
same order in which these groups are likely to help bring about the 
expected additional production by their increased consumption. 
According to the principle of derived demand, the stimulating ef- 
fect of consumption on production is highest when and in so far 
as it causes the production of durable goods, and therefore the mid- 
dle income brackets should be favored most, because they repre- 
sent the largest reservoir of unfulfilled demand for durable con- 
sumer goods. The low income brackets, as particularly represented 
by the unemployed, as well as the higher brackets, whose normal 
demands can usually be met by their prevailing incomes, should 
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not become recipients of funds under such a scheme, because their 
contribution to increased industrial purchasing power would not 
be optimal. 

Finally, the envisaged disbursement of huge additional money 
funds to consumers should not lead to inflationary effects that would 
impair or nullify the expected results from the outset. 

The threat of inflationary effects is represented by two main fac- 
tors: increases in the cost of production; and increases in demand 
for consumer goods, in relation to the available supply. 

As to the first of these factors, if enterprises provided funds to 
consumers, with proper assurance that the funds would be regained 
through additional profits, means could be devised to record this 
properly in the books as a purely financial transaction, thus pre- 
venting such expenditures from being considered a cost of produc- 
tion. Various facts assure that additional aggregate profits would 
be far in excess of funds distributed to consumers. The principle 
of acceleration of derived demand, the multiplying effects of instal- 
ment buying and mortgaging, the cumulative trend of activities 
once recovery had started, the effects of increased purchasing power 
on the revival of genuine private investment—all these would com- 
bine in bringing about an increase in national income far beyond 
the initial disbursements. And if the funds were properly allocated 
to those who can be expected to consume them freely, this would 
mean that almost the entire increase of the national income would 
be converted into new demand for goods, leading to equally in- 
creased output. 

This increased output would be bound to yield an exceedingly 
high profit to enterprise, because the actual cost of additional pro- 
duction, up to the limits of full employment of the factors of pro- 
duction, amounts to only a fraction of normal or average cost. As 
long as underemployment exists, the greater part of all cost factors 
for capacity production—the cost of depreciation, interest, main- 
tenance of idle machinery, as well as rent for the space that is occu- 
pied—is carried by enterprise; enterprise is also burdened with a 
substantial part of the cost of maintaining the unemployed, though 
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indirectly, through increased taxation. Therefore the real cost of 
additional production up to capacity limits consists mainly of the 
difference between this maintenance cost of labor and labor’s nor- 
mal wage rate. 

As to the threat of a dangerous divergence between demand and 
supply, this resides in inflation of the money supply when a large 
additional money volume is suddenly put into circulation. This 
danger is greatly counteracted when there is a prevailing abundance 
of all supply factors, but the fact remains that sudden increases or 
concentrations of demand may cause temporary scarcities or par- 
tial dislocations of supply factors. The result would be higher prices 
which, through cumulative effects, might endanger the general 
price level and thus reduce or nullify the real character of the in- 
crease in purchasing power. In order to cope with this danger the 
disbursements would have to follow the principle of homeopathic 
doses—administered in rather small increments and in constant 
repetition, in accordance with a properly predetermined scheme. 
For practical reasons the disbursements should go to the wage-earn- 
ers in industry and commerce. 

The role of private enterprise as the disbursing agency for the 
additional purchasing power, and also as the recipient of the result- 
ing high profit yields, would make it possible as well as desirable to 
record in the books of enterprise both the initial expenditure and 
its final yield. This would show clearly and beyond doubt the 
soundness of the investment, for it would reveal the full liquida- 
tion of the initial expenditure. 


II 


This leads us to the concept of “self-liquidating wages” (SLW) as 
the practical means of restoring diminished purchasing power of 
consumers through combined action of private enterprise. 
Self-liquidating wages may be defined as surplus wages to be paid 
by private enterprise in industry and commerce to employed wage- 
earners for the purpose of increasing their income and purchasing 
power in a direct and real way. This would be achieved, first, 
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through the self-liquidation itself, which would be the visible ex- 
pression of the non-cost-creating character of such disbursements; 
second, through proper allocation within various wage-earning 
groups, which would be the device for obtaining the most benefi- 
cial effects on rising output of consumer goods production and on 
the encouragement of new investment; and third, through applica- 
tion of the principle of homeopathic doses, which would be the 
means of preventing inflationary effects. 

The process of self-liquidation would have to take place within a 
self-liquidation account (SLA) to be set up in the books of each 
enterprise. All SLW payments would have to be debited to this 
account, while the different forms of yield that would result from 
the disbursement of SLW would form the credit entries. On the 
balance sheet a debit balance of the SLA would be treated as an 
asset, and a credit balance as a profit.’ 

It is obvious that for the purpose of self-liquidation the SLW 
would have to be clearly earmarked as such, and that throughout 
the self-liquidation period they would have to be easily distinguish- 
able from the prevailing basic wages. This calls for a surplus wage 
expressed in a certain percentage of the basic wage, leaving this 
basic wage unchanged in its nominal amount but subject to all 
changes brought about by ordinary factors influencing the demand 
and supply situation in the labor market. 

The general self-liquidation of the SLW payments rests on the 
assumption that enterprises’ additional aggregate income created 
by the steadily increasing purchasing power of the pivotal consumer 
groups would greatly outweigh their initial expenditure. The justi- 
fication for this assumption was presented above. It is further clari- 
fied in the following detailed analysis of that part of the eventual 
price yield for the increased consumer goods output which would 
be technically available for the liquidation of the expenditure in- 
curred for the SLW payments. 


* An interesting parallel can be found in the treatment of the general mortgage 
levied upon German industrial real estate under the Dawes Plan; this debt, to be 
amortized over a period of ten years, was shown as an asset in the balance sheets of 


German industry. 
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First, an increased volume produced within existing capacity 
means that each additional unit has earned its share of the cost of 
fixed property which was previously incurred without obtaining 
any economic benefits. This fixed property cost finds regular ex- 
pression in rent, interest and depreciation. If, in the absence of any 
great price changes, the increased unit output brought about by 
SLW were approximately measured by the rise of the money value 
of output, then that part of the total cost of rent, interest and depre- 
ciation which was in proportion to the rise of output value would 
constitute a yield due to the SLW expenditure. Accordingly, this 
amount should be credited to the SLA at proper intervals, prefer- 
ably monthly or quarterly. 

Second, when the stimulus of increased consumption has started 
to develop a higher output, more people will have to be employed; 
consequently unemployment, with its resulting cost to the com- 
munity, will recede. All appropriations to local, state or federal 
agencies connected with unemployment should continue at un- 
changed rates, but subsequent savings should be accumulated at 
one central agency and redistributed, perhaps at intervals of three 
or six months, to the individual enterprises in proportion to their 
expenditures for SLW payments. These reimbursements, too, 
clearly attributable to the SLW stimulus, would be credited to the 
SLA. 

Third, besides the fixed property cost there is another highly in- 
variable factor in the cost of executive and administrative personal 
services. The treatment of this item should be along the same lines 
as outlined with regard to the cost of fixed property, and this again 
should lead to a credit entry in the SLA. 

Finally, surplus profits due to the increase in output and also to 
the slight price increases that usually go with recovery should be 
credited to the SLA. They should be computed as the difference in 
the total net profits of comparable periods before and after the in- 
stitution of the SLW scheme. 

A particular problem is presented by the fact that certain malad- 
justments might result from an improper self-liquidation within 
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particular groups of enterprises. Theoretically, general liquida- 
tion might take place in such a way that in a majority of cases no 
liquidation occurred at all, while in a minority of cases huge credit 
balances piled up ia the SLA. Although such a discrepancy could 
eventually be overcome by the pooling of all balances, its results, 
particularly since it might lead to a rather high indebtedness of the 
less fortunate groups, might easily cause unfavorable reactions and 
wrong anticipations, detrimental to the achievement of full, early 
and genuine liquidation. For these reasons a proper liquidation 
within each group of enterprises is essential. In order to achieve the 
best possible equalization between the expenditure for SLW pay- 
ments and their resulting yield within the different groups of en- 
terprises, certain pertinent facts should be taken into account and 
evaluated. 

In the first place, consideration should be given to the relation 
between the wage factor and its influence on final profit, expressed 
in the ratio between employment of labor and employment of 
capital. This ratio varies among the different groups of enterprises. 
And it is obvious that a wage increase that was equal, in percentage 
terms, for all the groups, would mean a greater burden where the 
share of labor was higher, and a smaller burden where the share of 
capital was higher. 

The competitive position of the individual groups should also be 
considered—whether they are subject to unrestricted competition 
or are protected in their profits by monopolistic influences. Since the 
yield from increased purchasing power would be greater for the 
protected groups, their liquidating power would be relatively 
larger. ; 

Furthermore, increased purchasing power, as a result of the gov- 
erning allocation principle, would not spread evenly. It would first 
reach the groups engaged in the production of durable consumer 
goods, then, with a certain time lag, the staple goods industries, 
and last the capital goods industries. 

Finally, important variations may exist in the situation of iden- 
tical groups of enterprises in different regions. These differences 
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might lead to a regional variation in liquidating power within a 
single industrial group. 

In order to bring about a differentiation in accordance with these 
considerations, the SLW rates should vary according to the liquidat- 
ing power of the properly classified industrial groups. This classifi- 
cation should not be rigid but should be subject to general or indi- 
vidual reexamination, either at certain intervals of time or as the 
need might arise, in order to cope with unpredictable time lags or 
other changing influences. 

But despite the preconditions for self-liquidation on a general 
scale, there are bound to be exceptional cases in which liquidation 
of the incurred expense would not be reached in full. In order to 
forestall a pessimistic attitude of the individual entrepreneur with 
regard to the proper functioning of the liquidation device in his 
particular case, liquidation must be assured without exception. The 
application of proper insurance principles would accomplish this 
objective, by putting all credit balances of the individual self- 
liquidation accounts at the disposal of a general pool, out of which 
remaining debit balances would be covered. In order to remove 
even the slightest doubts it might be advisable to go a step further, 
and to invoke an outright state guarantee, similar to the guarantee 
extended to small savings accounts. 

On the whole the financing of the SLW payments would offer no 
difficulties to enterprise, since general high liquidity is one of the 
characteristics of underemployment equilibrium. Provision should 
be made, however, for exceptional cases. Bank credits for this pur- 
pose could easily be made available, if coupled with sufficient guar- 
antees; a cession of the claim for compensation by the insurance 
pool, or a direct mortgaging of all SLA receipts, or even a state 
guarantee, would serve this purpose. 

The scope of the SLW scheme is the entire economy of a country. 
It calls, therefore, for a central policy and a central administrative 
body. In order to create a common responsibility of private enter- 
prise, the basic policy would have to find expression in appropriate 
law, making the scheme compulsory within the limits and with the 
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details set forth by the administrative body. This body should be 
an agency of enterprise itself, and not of the government. The very 
interests of enterprise and of the capitalist order, which are so 
closely related to each other, are at stake. The exponents of this 
order, who have complained greatly about undue interference, 
should be given the opportunity as well as the responsibility for 
building up again what has been undermined by secular forces. The 
paramount general interest should also be represented—and this 
could be done through an advisory body with certain veto rights, 
consisting of representatives of labor, agriculture, the consumers 
and the government. But except for this precaution—which, be- 
cause of the thorough parallelism of interests, might not even be 
necessary—it should be kept in mind that the cooperation and confi- 
dence of enterprise would be considerably greater if the scheme 
developed as one of its own choosing than if it were introduced by 
the state. 

It must be understood that in a scheme based on the principle of 
homeopathic doses termination would also be subject to this prin- 
ciple. A sudden stop of the SLW scheme would be dangerous, even 
in a situation in which clear signs of revival were evident. The most 

effective method by which the necessary gradual reduction could 
be achieved would be a change from the monthly accumulation of 
SLW rates to a similar decumulation. Such a decumulation would 
be indicated when the production of consumer goods was about 
to reach full capacity and the capital goods industries were simul- 
taneously showing continuously improving activity. Final termina- 
tion should be delayed, however, until representative capital goods 
industries were near the point of full employment, and a definite 
stiffening of the market rate of interest, indicative of investment 
revival, was apparent. At this termination point the prevailing 
SLW payments would have to be incorporated in the basic wages, 
thus increasing their nominal monthly value by the net amount of 
the last SLW rate. 

The termination of the SLW scheme would probably find basic 

wages more or less increased, depending on the length of the pre- 
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ceding period of decumulation. It might happen that this new wage 
would prove to be higher than beneficial for a sustained expansion 
of new investment. But it seems much more likely that the period 
of decumulation would be protracted so long as was necessary to 
assure a “natural” wage level fully compatible with the require- 
ments of the new investment potentialities. 


Ill 


A tentative SLW scheme, containing the features discussed above, 
may be presented now, in rough outline. 

Wage-earners in private enterprise (industry, banking, trade) 
with annual incomes up to $5,000 could form four income groups, 
I to IV, representing incomes up to 2, 3, 4, and 5 thousand, respec- 
tively. 

Each enterprise could be allocated to one of five classes, A to E; 
class A could contain the industrial or regional group of enterprises 
with the highest liquidating power, class E the lowest, and B, C and 
D would occupy the intermediate positions. 

The income groups | to rv and the enterprise classes A to E would 
form the framework for the SLW rates, which would slide in frac- 
tions of 14 percent to a maximum of 4 percent of the basic wage. 
The entire scheme might comprise several periods; the first period 
could extend over 12 months, in which the rates would increase 
from month to month by the amount of the first month’s rate, sum- 
ming up toa lowest rate of 6 percent and a highest rate of 48 percent 
for the twelfth month. The sliding rate scheme would be made up 
as follows: 


A B C D E 

I 4 3% = 8 2/2 2 
II 3 2 2 yy yy 
III 2, 2 yy 1 y, 
IV 2 ly 1 yy y, 


The liquidation period for the payments of the starting year 
would include both the starting year and the following year; there- 
after payments of one year should be liquidated in the following 
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year. If warranted by the appearance of extended time lags, debit 
balances not liquidated in one year might be carried over to the 
following year. 

It should be made clear that the outlined proposal represents a 
scheme for restoring purchasing power only after depression has 
run its course. In this respect it is supposed to exercise a function 
analogous to the effect that private investment used to have on 
general purchasing power at the end of the downward movement 
of the business cycle. Theorists who hold to a purely undercon- 
sumption point of view may hope that by properly planned state 
action, through consumers’ subsidies and public investment on an 
ever increasing scale, severe depressions can and will be averted in 
the future. Others, more inclined to follow the theories of malad- 
justment, will doubt that this can be achieved without abandoning 
the system of private enterprise as economic basis. If such doubts 
are justified it would seem wise to use within sound limits consum- 
ers’ subsidies and planned public works, in order to slow up and 
soften the effect of the decline, but to rely mainly on the SLW 
scheme for the final task of terminating protracted unemployment 
of men, machines and money, and of leading them back on the road 
to full employment. 


(Cambridge, Mass.) 





RACIAL PROBLEMS IN ALGERIA 


BY JOHN A, F. MAYNARD 


Frencu North Africa is an historical rather than an administrative 
or even an ethnological or philological unit. Its official languages 
are French and Arabic, but roughly half of the native people are 
of Berber stock in Algeria, one-quarter in Tunisia, and almost all 
in Morocco. Under the Third Republic, Algeria, being an exten- 
sion of France, was under the Ministry of the Interior; Morocco and 
Tunisia, being protectorates, were under the Foreign Office. Under 
a protectorate it may be easier to administer conquered races. The 
native ruler, who has no real authority, is a good excuse for con- 
servatism. 

Pan-Islamism has been relatively strong in Tunisia and even in 
Morocco, but the fact that there was no rebellion against France, 
after the most terrible defeat in her history, proves that there is no 
pan-Islamism in Algeria, and that even in the protectorates it has 
no driving force. This situation may be partly explained by the 
fact that Islam has now no real caliphate, as the transformation of 
Turkey into a modern national republic has changed the whole 
structure of Islam. Moreover, the Arabs and the Berbers no doubt 
realized, in 1940, that a change of masters would not be to their ad- 
vantage. Finally, the life philosophy of Islam, being fatalistic, helps 
the conqueror. An Arab proverb says: “If thou art a mallet, strike; 
if thou art a peg, bear.” 

The ethnological complexity of Algeria is increased by the fact 
that there are two non-Moslem elements in the country. One is 
European, and mostly French, although not always in the sense of 
European France; this is the mallet. The other element, which was 
formerly a peg, or even a peg under a peg, is the Jewish population, 
partly made up of emigrants from mediaeval Spain, partly consist- 
ing of converted Berbers. In Algeria most of this Jewish population 
received complete French nationality, through the Cremieux de- 
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cree of 1870 and its subsequent legal consequences. It therefore be- 
came part of the mallet (until 1940). 

The complexity of the problem is shown by the problems of 
jurisdiction and the lack of homogeneity in the legal system. Al- 
though an effort has been made toward simplification, an Algerian 
jurist must know French law, Moslem law (in the Malikite system), 
Rabbinical law for the non-naturalized Jews, and the various Ber- 
ber customs. This legal complexity is due to the fact that Algeria 
is a transition country geographically and historically; it is to be 
hoped that it is also a transition country politically. 

Geographically, and perhaps ethnologically, the cultural prob- 
lems of the western half of North Africa, from Tunisia to Morocco, 
are not African questions, but rather Mediterranean. The inner sea 
was never a barrier: the Carthaginians spread in Europe more than 
on their own continent. The Roman empire held to part of Africa 
longer than to some of its European provinces. For centuries the 
spread of Islam itself did not create a separation, at least from Spain. 
The desert of the Sahara, more difficult to cross than the sea, sepa- 
rates these lands from black Africa, which, in Roman times, scarcely 
existed more than as the Ultima Thula of the tropics. 

Solutions of the North African problem by more or less informed 
outsiders—such as the Culbertson system of world federation or any 
other ready-made scheme—could perhaps be considered if Algeria 
were not a Mediterranean as well as an African land. But it is rather 
naive to apply a solution from the sky, or at least to attempt its 
peaceful application, to a racial conflict next to which the Ulster 
problem is child’s play. 

Recently we have witnessed an attempt to solve the problem by 
former collaborators of the Nazi ideology. What they wanted was a 
return to the pattern of the state of nationalities, such as was found 
in mediaeval times, with the jus sanguinis as the principle of civic 
status, and with stratification of races based on the right of might. 
The coarsest and strongest form of this doctrine is Nazism. But it is 
easy to find it in utterances made before the defeat by certain 
Frenchmen who later accepted the victor’s point of view with sus- 
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picious alacrity. These Frenchmen also loudly expressed their hos- 
tility to the heritage of the French Revolution. They rejoiced in the 
growth of antisemitism in Algeria, and they were unanimous in 
their hatred of the educated Moslem Algerians. For them the ideal 
ruler of Algeria was Peyrouton, the man with the firm hand. They 
sang his praises, just as they did for Governor Boissier of West 
Africa. 

Over all this was a smokescreen of mixed praise and fear for the 
Arabs, so called. The absurd, illegal and unpatriotic abrogation in 
1940 of the Cremieux decree, the half-hearted, unreal, cynical ac- 
ceptance of the French republic by hastily converted former Vichy- 
ites in 1943, the absurd gesture by General Giraud of abrogating 
the Cremieux decree again—all this is of a piece with the inspired 
propaganda reaching this country to the effect that because of the 
Arabs it was proper to suppress the rights of the French Jews, whose 
loyalty to the republic the supporters of the Vichy regime never 
forgave. Indeed, the antisemites of Algiers, where the odor of 
Nazism is still prevalent, trotted out the unhistorical statement that 
the Cremieux law was the cause of the Algerian insurrection of 
1871. On this subject the author of the present article wrote a 
note that could not be refuted, and sent it to the open forum of a 
French weekly in New York. The editorial board was not discour- 
teous. It only killed its “Tribune Libre” and declared that the 
Cremieux decree should be reestablished. No doubt it will be, and 
then we shall never hear of Arab rights from that quarter. 

As a matter of fact, the Vichyites and their friends are precisely 
the people who have always opposed all native-born French subjects 
in Algeria. By relegating the Jews to the level of the native masses 
they tried to set back the day of reckoning. The lot of the native 
Jews has indeed been that of pawns in the game of empire. In 1870 
their accession to French nationality, unwelcome to those on the 
“right,” was accepted because it increased the French minority. In 
1943 the Jews were thrown back into a vague native status, full of 
contradictions and illegalities, in order to confuse possible Arab 
aspirations to a better status in a returning democratic regime. 
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Even under French democracy the Arabs had few friends at 
court, and did not always realize who their friends were. There is 
no doubt that the best of these, and the most powerful for a time, 
was Governor Maurice Viollette. And yet when he tried to put 
through the Délégations Financiéres, a modest scheme of social 
assistance to indigent mothers, most of the native members voted 
with the big French landowners and killed the project. Out of 69 
members (21 natives) 56 voted on the question, and the go votes 
opposed to the governor included 15 native votes. 

The Arab masses are hopelessly muddled in any political think- 
ing. No one thinks of granting them, at once and without distinc- 
tion, the right to the ballot, because their votes would not be 
independent. The European population would be outvoted, and 
the polls would no more represent an intelligent expression of 
opinion than they do in a fascist country. 

We must remember that France, the conquering power, suc- 
ceeded a foreign overlord, the Turkish Sultan, whose rule was 
exercised through the deys of Algiers, head pirates of the Mediter- 
ranean. In 1830 this rule was as unsavory as it was in Morocco in 
1900. Only one-seventh of Algeria (not counting the Saharan hin- 
terland) was officially under the deys. Half of that seventh was 
rayat, or subject to taxes. The other half was maghzen, paying only 
military service in organized banditry. North Africa lived exactly 
as it did in mediaeval times, a demonstration that our own mediae- 
val period was not so romantic as some scholars would tell us today. 
The mediaeval outlook remains almost unchanged in present-day 
Morocco, and in Algeria it is a determining condition below the 
surface of a thin French influence. 

There was no justice on the coast of Barbary. An Arab proverb 
says that it takes seven cadis (native judges) to make an honest man; 
and even that view was optimistic. On September 29, 1916, the Court 
of Appeals of the Vizier of Morocco declared it to be a legal pre- 
sumption that every government official was addicted to bribery. 
Today the administration of justice is still difficult, because of 
code complexities, the frequent lack of a sense of right among native 
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assessors, and the almost total lack of value of testimonial proof. 
The shadow of infantilism and cruelty is not yet dispelled in mat- 
ters of legal procedure. 

All this is because Islam has remained a mediaeval religion, with 
its legal system regarded as of divine origin. Turkey broke its 
shackles under the firm hand of Ataturk, and is now an intelligent 
national democracy, but the problem of Turkey was simple com- 
pared to that of Algeria. The Armenian minority problem had 
been practically solved under German inspiration; the Greek 
defeat catastrophically solved another problem; there has been 
no Arab problem since the Peace Treaty. No doubt the evolution of 
Moslem Turkey will eventually help the development of North 
African Islam, but the formula has not yet been found; adapta- 
tion of the Turkish process is far distant. 

It would be contrary to French republican tradition to admit two 
electorates in Algeria, one Christian (within limits) and including 
one million people claiming majority rights, and one Moslem and 
including almost six million, having a minority status. On the other 
hand, it would prevent all future progress if these six million were 
forever yoked to a mediaeval system, inadequate and incapable of 
evolution. If all aspirations of the non-French population are tied 
to a religious concept, religion itself, though powerful, will be 
stultified. One difficulty is that Islam has no clerical hierarchy, 
being in this respect like Judaism. There is thus no easy formula 
of blaming the clergy, as in the French republican warfare against 
reaction. 

There is little sympathy for the Arabs among the French Alger- 
ians. Whatever improvement has taken place in the status of the 
six million has come through the French government and the ad- 
ministration, independently of local influence. Except in work- 
ingclass neighborhoods the Europeans are not bothered by un- 
pleasant or dangerous contacts with an impoverished, mysterious, 
subject race, which they affect to despise, calling its members 
bicots, or sometimes worse. Deputies elected from Algeria to the 
French Parliament have regularly spoken as conservatives or as 
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reactionaries in the matter of economic or political progress for 
the conquered people, declared French on July 14, 1865. 

The question at issue is not that of finding a formula for the per- 
sonal status of the Moslems. French constitutional law has admitted 
to almost complete nationality residents of the unimportant rem- 
nants of the French empire in India, and of the four old communes 
of Senegal, without entailing an abandonment of civic status, which 
may admit of polygamy.’ It is true that Moslem Algerian leaders 
have repeatedly declared that the Moslems were unwilling to aban- 
don their own civic status, and that public opinion among them is 
opposed to such a change; thus the single word m’turni designates 
both a convert to Christianity and a naturalized Arab. It is also 
true that the concept of property of the North African differs from 
that of the Napoleonic code, and that laws of succession, contract 
and the like seem to belong to another world. 

But that is not the root of the problem. Polygamy has disappeared 
in North African cities as an expensive luxury (though not in the 
country, where wives represent cheap agricultural labor). And re- 
ligion itself, as pure religion, apart from superstition and the 
expression of nationalism, has to a great extent lost its hold upon 
the Algerian Moslem. This process of liberation, however, has not 
gone far enough. The whole mediaeval system must go, somehow. 
A democracy cannot admit a totalitarian entity in its midst. 

It is quite evident that the more a conquering power attacks the 
religion of the conquered, the dearer that religion becomes as a 
symbol and a means of independence. But economic forces are 
stronger than any government or any religious laws. The French 
republic has given to the conquered North Africans a fairly good 
administration, an acceptable justice, some social assistance. It has 
opened a number of schools. About twenty thousand natives can 
be considered to be sufficiently educated to be freed from mediae- 
valism. But all this does not mean that they are happier, still less 
that they are allowed to associate with the Europeans on an equal 


* The French West Indies, Guiana and the Ile de la Réunion present a different case. 
There French law rules supreme, and the populations are Christian. 
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basis. The tragedy of Algeria is that it has more than five million 
poor—underfed, wretchedly housed and clothed. One of the most 
important tasks of the Fourth Republic will be the economic uplift 
of these millions. If that takes place the ghost of mediaeval Islam 
will no longer command. 

Military rule could easily maintain peace in North Africa. No 
nation would bend to it more easily than the Arabs, for it speaks a 
language akin to that of their own culture. The Arab feudal lords 
are ready to cooperate with such a rule, and the big European land- 
owners and businessmen are rather in favor of it; they showed this 
recently after the landing of the American army, and some of them 
even before. This small group would like to treat the question of 
pauperism in North Africa as a local matter, covering it with a 
smokescreen of military necessity, and at the worst to regard it as 
a military problem. We may even admit that this small group can 
summon many experts who could quote statistics and tell numer- 
ous anecdotes about the Arabs. But even in North Africa this is 
not a majority group among the Europeans, and most certainly the 
reborn French republic will not let this small group have its way 
entirely. 

If the new republic is socially minded it will not lose Algeria, be- 
cause it will win the complete fealty of the Arabs. Fustel de Cou- 
langes has said, “La patrie c’est ce qu’on aime.” When the term 
meskine (poor man) ceases to be the designation of North African 
masses the problem of a native majority will be solved, as it was 
in the French West Indies. This is in the tradition of the French 
Revolution. Alsace became French not when Louis x1v conquered 
it but when it experienced with the rest of France the Revolution 
of 1789. Algeria as a whole will become French when its whole 
population is honestly treated as such. This would be an evolution- 
ary process, and would take time. It would be absurd to associate 
any fascist-minded nation with France in the administration of any 
part of North Africa, under the fallacious pretext of Lebensraum. 
There has already been too much of semi-fascism in that poor coun- 


try. 
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It is not likely that the “French” population of Algeria will in- 
crease. The poorer colonists there are becoming fewer, and the 
present war will decrease their number still more. But the semi- 
feudal oligarchy of big landowners is unhappily becoming stronger. 
Its power can be checked only by a democratic European France, 
defending the small landowners, the workmen and the natives. 
Algeria needs a planned democracy. 

Can the United States help, beyond the sending of lend-lease 
goods? Let us be candid. Official interference has not, so far, been 
particularly strong on the side of progress. It has not even been 
particularly expert. The Anglo-Saxons are not endowed with a 
great understanding of Africa, white or black. The only hope that 
they may be of some help is through a world federation which would 
not be left to diplomats, as the League of Nations unfortunately 
was. This federation would combine the spirit of fairness of the 
British with the spirit of understanding which is frequently found 
south of the Rhine. It would not leave vital decisions in the hands 
of the pedant or the ignorant. In regard to lands of French culture 
it would recognize the ever-creative power of idealistic realism, 
which animated the French republic and must develop into an 
economic policy in Algeria within the next twenty years. Then we 
may expect that the native population will have grown to ten 
million, the French population remaining at about its present level 
of one million. By that time the problem of mediaeval Morocco 
and Tunisia will have begun to take shape, and this will have to be 
solved by the next generation. 

In this evolution out of mediaevalism American business will 
probably play an important, and let us hope an intelligent part. Its 
ideal of ‘‘service,” fairly entrenched now, should at last inspire 
European business, which still lacks the strength of such a purpose. 
American public opinion should also be heard, though not patron- 
izingly. 


(Ecole Libre des Hautes Etudes) 











ON THE PSYCHOLOGY OF THE 
MODERN REVOLUTION 


BY KURT RIEZLER 


Wroever deals with the dynamics of political revolution in the 
industrial age should realize two hard facts. 

First, the industrial age tends to create an elaborate centralized 
machinery of potential power. Actual power and the use of the 
machinery can be dispersed among different types of powerhold- 
ers, agencies and departments, and thus the centralization of 
potential power need not be a centralization of actual power. 
Washington today is but one of many examples. 

Second, the industrial age has refined, diversified and multiplied 
the technical instruments of power. If in a crisis a minority succeeds 
in conquering a monopoly of military weapons, means of communi- 
cation, propaganda and news, and in organizing their ruthless 
use, No opposition from within has a chance. Today the discrepancy 
in potential efficiency between powerholder and any opposition is 
such that a ruthless minority, once in power, cannot be removed. 
At the same time the centralized machinery permits a monopoly 
of punishment and reward. This monopoly, supported by the mo- 
nopoly of weapons and means of communication, is final. 

These two factors distinguish the political revolution of the in- 
dustrial age from any revolution of pre-industrial times. 

Let us assume a state with a vast amount of organization—public, 
half-public or private—a more or less centralized administration. 
The society thinks of political revolutions in the traditional terms 
of a more or less fixed stratification and of economic interests—one 
class revolting against others, employees against employers, social- 
ists against capitalists. But this need not be the way in which the 
modern political revolution actually occurs. While the different 
economic or social classes are watching one another, ill at ease— 
capitalists looking at socialists, socialists at capitalists, neither side 
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seeing anything else—an attack from the flank takes the society 
unawares in a moment when bewilderment and fear paralyze 
thought and action of the ordinary citizen. The group that leads 
the attack conquers the machinery, changes potential power into 
actual power, and keeps it by technical superiority. This corre- 
sponds roughly to the German model of the fascist revolution. 
Many specific features may be exclusively German. But the general 
psychological dynamism is not merely German. It belongs to indus- 
trial society in the aftermath of a total war. It is a threat to all 
countries, though in different ways and degrees. 

The flank attack owes its success to the unwitting cooperation of 
three groups that are psychological but not yet economic or social 
classes. They have existed for a considerable time athwart the old 
classes, slowly taking on shape and a distinct mentality. ‘These three 
classes have not yet a name. For the sake of brevity I call them the 
outcasts, the fools, and the experts. Defined by their mentality, they 
have no clear-cut lines of demarcation; nor are they mutually ex- 
clusive. First I shall describe the three classes, then the genesis of 


their collaboration. 


I 


The outcast class consists of the people who have lost their standing 
in the group in which they live. ‘They are uprooted economically, 
socially or ideologically, and resent it. Nothing binds them to the 


existing order of things.’ 
This class is very old. Its members have been the best raw mate- 


rial for all revolutions since the wars of Cataline. They are not yet 
actually united. They are the social scrap of all classes and, like 
scrap, they are of different sizes and shapes. In ordinary times they 


* Harold J. Laski in his new book, Reflections on the Revolution of our Time, recog- 
nizes the role of the outlaw in the fascist revolution. But he does not draw the 
consequences of the outlaw’s revolutionary role, as he tries to find a place for it within 
the scheme of economic determinism. These consequences would demand a funda- 
mental revision of the whole scheme regarding the relation between political and 
economic power. If ours is really a period of transition from “acquisitive” society 
to any other that could be non-acquisitive, this transition itself will give ample 
a to ruthless minorities to conquer political power and the machinery 
of planning for the sake of their own power, welfare and greed, and opportunities 
also for a good laugh at the “period of transition.” 
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are neither numerous nor dangerous, but an economic Crisis, a 
social dislocation after war and defeat, increases their number and 
intensifies their peculiar mentality. As the crisis proceeds the dif- 
ferences in their social backgrounds tend to fade, the similarities 
come to the fore and prove to have an amazing strength. 

The members of a class in the making discover one another by a 
particular expression in their faces. As each shares the other's re- 
sentment they learn to understand one another; a like destiny has 
formed a common type. If in a crisis they join forces under the guise 
of a popular movement a selective process weeds out the soft mate- 
rial and brings to the front the resolute, the ruthless and the obedi- 
ent. A well organized minority, full of passion, vitality and resent- 
ment, with nothing to lose and everything to gain, waits for its 
opportunity. 

The well-meaning citizen of a democratic country is likely to dis- 
believe this story, though he may be aware of the ward heelers in 
his own district. The Germans too refused to take these people seri- 
ously until it was too late. But any thorough scrutiny of the social 
background of the Nazi leaders, of the growth of the party and the 
different phases of its continuous process of selection, brings to light 
overwhelming evidence. I give but a few samples. 

There is a village in a peasant countryside. Only two peasants in 
the village are genuine Nazis, playing a role in and trusted by the 
party. One is the natural son of a natural daughter of the Schwarz- 
beerweib, a woman who lives by gathering blueberries. Thus he isa 
man thrice despised. After the revolution he turned up as a party 
member, and was appointed Kreisleiter of the neighboring town. 
Familiar with all the gossip of his native village, he knows its weak 
spots and takes his revenge. He is a very efficient Kreisleiter. 

The other is a small farmer, who inherited his farm from his 
mother. His father, of African stock, was a French war prisoner of 
1870. A Frenchman would not have antagonized the peasants, but 
Negro blood and Moslem faith kept the son from being accepted by 
the village community. Now old, his one friend is the Kreisleiter. 

Besides these two are a few farmers who are party sympathizers; 
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in Chicago gangs they would be called fringers. ‘They hope Hitler 
will rid them of the heavy mortgages on their farms. 

Let us jump now from the village to the most fashionable club of 
one of the leading cities. There we find an atmosphere of semi- 
stupidity and total boredom, with special emphasis on horseracing, 
bridge and gossip about the social blunders of the Socialist cabinet 
ministers. In such a club who are the genuine Nazis? Many mem- 
bers joined the party on the advice of the administrators of their 
estates, who held that property would be safer and profits easier if 
they did. All are anti-Socialists and favor a “‘strong’’ government. 
None has a say in the party. 

There are only three genuine Nazis. One is Count A who, fifteen 
years before, after heavy losses on horses, mishandled some bills. 
The affair was settled privately by his friends, but he had to resign 
from the club. After the revolution he popped up as a party digni- 
tary and had to be readmitted to the club. 

Another is Count B. He had no money and married a wealthy 
girl, but he has so Jittle sense that he failed in whatever else he 
attempted. After the revolution he joined the Nazis, was given a 
job in the party and achieved a feeling of success and importance. 
It did not help him much, though, as he could be used only to 
establish social relations between the party and the nobility. In two 
years he disappeared. 

The third is Baron C, who lost his estates by gambling and care- 
lessness. He is the gigolo of a female antique dealer whom he has 
helped in buying cheaply from bankrupt aristocrats and in selling 
dearly to social climbers. That implied some cheating and de- 
stroyed his standing. 

I jump again, this time to a university. There we find fringers of 
various kinds, some among the professors, more among the instruc- 
tors—men disgruntled for one reason or other, unable to forget 
prewar times or simply feeling inferior. They are used by the party 
but have no say in it. Who are the real Nazis? 

One is a former schoolteacher, who had published some tenth- 
rate stuff about education. To capture the schoolteacher lobby a 
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university gave him an honorary degree, and his ambition fed on 
this honor. He dreamed of a chair of philosophy—but in vain. He 
joined the Nazi party as a frustrated upstart, and was the first man 
to be appointed by the new Nazi minister of education as a univer- 
sity professor. As a lecturer he is a complete failure; compulsion 
alone brings students to his courses. His failure increases his hate. 

The other Nazis on the university staff are of the same type; they 
feel that they will get nowhere without political pull. The failures 
club together. Since the revolution they have persecuted and de- 
nounced the successful, and the intellectual level of the university 
has continued to decline. 

I could jump from the university to a coal trade association or to 
any other such group. But these samples may suffice to suggest that 
my story is not quite unbelievable. The reasons why people are 
“outs,” the respects in which they are “outs,” differ. The type of 
man is the same. The common bond slowly becomes stronger than 
the former class differences. 

An emotional movement organizes these people. The organiza- 
tion of a growing party means a selective process. In the German 
case this process started with the foundation of the Nazi party, and 
ended with the purge of 1934. An analysis of this selective process 
would show how the nature of the movement and the growth of a 
distinct mentality determine the direction of this selection in a 
unique and consistent way—vitality, ruthlessness and obedience 
being the only criteria. The purge of 1934, to which about 2,000 
party members fell victim, clearly reveals this pattern. The purged 
were either those ruthless criminals who failed to be obedient and 
dared to challenge the Fiihrer, or those idealists who were deficient 
in ruthlessness because of moral inhibitions. The Nazi movement 
is not, as most people think, a revolt of the lower middle class— 
though this class, uprooted by war, inflation and desertion, sup- 
plied, along with the unemployed, the greater part of the popular 
support. 

The outcast class has many subclasses. One deserves special atten- 
tion—the intellectually uprooted. Some of them are idealists who 
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have lost their particular ideal. The most important are the disillu- 
sioncd officers returning from war and defeat. Of these officers the 
most “‘idealistic,” in the sense of being blindly devoted to something 
that no longer exists, are the most dangerous: they are the natural 
offspring of war, defeat, humiliation and disarmament. 

Others are intellectual nihilists. At college they learn that lines 
of conduct and thought are only socially conditioned opinions, that 
values are only valuations and arbitrary, that there is no difference 
between knowledge and opinion. A half digested sociology of opin- 
ions, which calls itself “sociology of knowledge,” leaves them in an 
intellectual vacuum, in which nothing is true and everything is 
permitted. Their’s is a specific function in the development of the 
outcast mentality. When the social order begins to question itself 
the intellectual nihilist has the function of providing the outcast 
with a good conscience, of breaking down his last inhibitions and 
preparing him mentally for his future role. The new power either 
puts the intellectual nihilist into a concentration camp or employs 
him on the staff of a Goebbels or a Himmler. 

Before taking leave of the outcast I have to say a few words in 
his favor. Definition of the outcast in terms of mentality leaves out 
the voluntary and cheerful outcast who refuses to conform but 
bears no grudge. He is the salt and pepper of any society, and its 
most important member, though he does not regard himself as a 
member. He is the spur of a horse that likes to fall asleep. 

This first class, the outcasts, could hardly conquer the state, even 
in a crisis, without the help or at least the connivance of a second 
class of people who have no appropriate class name. As they are 
conspicuous by their capacity to be fooled I take the liberty of 
calling them “the fools.” I do not mean the ordinary fool of all 
times. The fool I mean is the natural offspring of the industrial age. 

The development of society in the industrial age leads to an 
enormous complexity of social, economic, political factors, whose 
ramifications fewer and fewer men are able to master. This is an 
unfortunate but fundamental fact. In normal times, when things 
proceed approximately within the limited range of possibilities that 
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man can take into account, the fool is not a fool but is moderately 
reasonable. In times of crisis, when real events transgress this range 
and the unexpected becomes possible, man is frightened and be- 
wildered; he cannot understand. His first reaction is to simplify and 
to accuse. Somebody or something must be responsible. He puts his 
teeth into a particular pet hate—the Jews, the socialists, capital, big 
business, trade unions, Franklin D. Roosevelt, the communists. It 
does not matter which pet hate. What matters is the blindness, the 
stubbornness, his passionate demand for action, for change. 

At such a time many a fairly reasonable man becomes a fool, easy 
prey for the emotional leader and great simplifier. He does not 
know that he is a fool—he may even believe that he is the only one 
who is sane. As the crisis becomes more and more acute and less and 
less understandable, something happens to the bewildered soul: 
into it seeps a particular kind of “fear,” the fear of the unknown, 
not of this or that thing whose nature is known, but of something 
for which no place is provided in our scheme of reality. He does not 
even know what it is or could be; its very possibility shatters his 
world. We talk about “‘collective insecurity” in times of crisis; it is 
not ordinary insecurity, however—the insecurity of the market that 
the businessman is well acquainted with—but insecurity referring 
to something whose nature, whose reasons, origins and conse- 
quences we neither know nor understand. It is the kind of fear on 
which feed the so-called neuroses, individual or collective. If the 
Atlantic Charter means freedom from this kind of fear it points 
to a definite thing that must be achieved if civilization is to survive. 

The fools are numerous and diverse. But when gripped by this 
kind of fear they merge into one psychological class. The existing 
situation, they feel, is unbearable. Things must be changed, in 
whatever way and at whatever cost. This mood is not merely a pecu- 
liarity of the Germany of 1933, but is a sinister potentiality of our 
civilization, and even luckier countries than Germany received a 
mild foretaste of it in the perplexities of the slump years. 

Among the numerous and diverse fools two subclasses deserve 
special description. The first group is broad and not clear-cut; to 
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it belong not only many theoretical Marxists but everyone who 
thinks about political questions in merely economic terms, assum- 
ing that political power necessarily and merely springs from eco- 
nomic power, political struggle being only the screen for the strug- 
gle of economic interests. If these people are capitalists they are 
looking at labor, if they are workers they are looking at capital, if 
they are the so-called intelligentsia they look exclusively at the 
struggle between capital and labor, and confuse by their writing 
and teaching the minds of both. This type of fool is blindfolded, 
and cannot observe what happens. 

The second group is less broad, more specific; some of its mem- 
bers belong also to the first group. Most of them are well-to-do, com- 
manding iron, steel or coal—members of an organization whose 
name varies from country to country. They think in terms of eco- 
nomic interests but they too are frightened, exposed to this particu- 
lar “fear of the unknown.” Their mentality, whether they live in 
the Rhineland, in Paris or on Long Island, is pretty much the same. 
They have a way of “hiring somebody” when they are in trouble. 
Thus they look at the phenomenon of the masses, an unknown 
animal whose movements no one can predict—and hire the outcast 
as an expert in handling the strange animal. If you ask, “But how 
can you support such a man or such a movement?” they answer: 
“What do you want me to do? (Was wollen Sie? Que voulez-vous?) 
This is the age of the masses. One needs a man who can handle the 
masses.”” Such an answer was given in many a country by many a 
man. Fools of this kind are not afraid of what such an instrument 
will do when in power. They assure themselves that the man “who 
pays the piper calls the tune.” If you express doubt they reply, 
“There is no danger; he will get rich and become just like all the 
others.”” This formula, heard in Germany, has been quoted by the 
author of Sabotage, citing Time Magazine, as the conclusion 
reached by a leader of American business after reading Mein 
Kampf. “The way to tame a rebel is to make him rich—then he be- 
comes conservative and settles down.” This is the mentality of the 
fool who well deserves to be fooled. 
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Before leaving the fool I pay him, too, the tribute he deserves. 
The fool is at least passionate, even though he acts foolishly. Since pe 
he thinks he has a solution he challenges the wise man. And the H 
wise man needs the challenge of the fool, for it is the plight of the ta 
human comedy that action tends to be thoughtless, thought inac- to 
tive. The trouble is that a crisis multiplies the fool beyond need. m: 
There is a third class of people: the experts. They are not numer- we 
ous. They too are the natural offspring of the industrial age. Society ne 
needs, produces and rewards them. They are excellent people—efii- att 
cient, reliable, devoted to their tasks. They would not come into bu 
the picture at all were it not for the specific mentality they are likely the 
to develop. They concentrate all their capacity for thinking and “C 
learning on one more or less narrow field. Outside this field they pl 
have no knowledge, no judgment. Although they like responsibil- ide 
ity within this field they dislike it outside, where they have no de: 
expert knowledge. The expert, by nature and habit, tends to feel } 
helpless outside his field. His knowledge concerns means, not ends, ex] 
and it is as a means that he functions, for the ends are not his re- pr 
sponsibility; he assumes that the ends are the job of another expert. he 
There is no expert, however, for ends. Experts like to be given a 
chance in their field. Full of ideas of what could be done there, 
they are eager to do it. Therefore they are inclined to accept the In 
leader who can be expected to give them their “chance.” They wor- ex] 
ship efficiency for efficiency’s sake. coc 
The number of these people is multiplying, relentlessly. The int 
growing demand imposes specialization on educational institutions, fro 
and as demand and supply increase, the fields of the experts become hin 
narrower and narrower, their mentality more and more intense. to 
They enjoy a prestige far beyond the limits of their fields. As they ; 
rise in number and prestige, men with judgment and wisdom about pot 
the general affairs of the human cosmos decline in number and pres- mo 
tige. The more complex the world becomes the more it demands his 
specialization, the less it permits the growth of wisdom. This is a Th 
grave problem with which educational systems are wrestling with- mis 
bet 


out real success. 
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The class, as defined by its mentality, is wider than the class of 
people who are called experts. The German general is an expert. 
He acts according to the expert, not to the traditional army, men- 
tality. He knows nothing about the world, for he has had no time 
to learn anything outside his complex field. He thinks in terms of 
military efficiency, not in terms of political wisdom or honor. The 
world is a place in which to move armies and navies. His helpless- 
ness and his eagerness to be given a chance combine in shaping his 
attitude. Another expert looks at the world as a place in which to 
build highways, to rebuild cities, to play the diplomatic game. In 
the books that promote a planned economy we hear the lament, 
“Oh, what could be done if I were only given a chance.” But these 
plans are drawn in an economic and social vacuum; there is much 
idealism behind such eagerness. The world is full of desks, and the 
desks are full of blueprints. 

Since the expert is here defined by a mentality, I apologize to the 
expert who does not develop the expert mentality. He deserves 
praise, not blame. But he has no place in the modern revolution; 
he is the unhappy observer. 


II 


In orderly times the second and third of these classes—the fools and 
experts—are just ordinary decent people. They have no wish to 
cooperate politically with the first class. But they slide unwittingly 
into such cooperation when, in a crisis, fear of the unknown creeps 
from house to house and dilutes ordinary decency. If we heed the 
hints given by the German example we can expect this cooperation 
to develop approximately along the following lines. 

The fool hires an outcast to handle the masses. The outcast, sup- 
ported by the fool, rides into power on the crest of an emotional 
movement. When in power, he fools the fool. The fooled fool sees 
his economic power taken over by the holder of political power. 
The popular movement, which was the vehicle of success, is dis- 
missed—after some purges. There is a longer or shorter struggle 
between the popular movement as such—the “party” or the revolu- 
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tionary forces—and an authoritarian organization centered in a 
secret police. This struggle ends with the victory of the police. The 
expert, given his chance by the new power, rushes into service. The 
desks full of blueprints are searched for projects that the new power 
can use for its own ends. The service of the expert makes the new 
power efficient. 

In this development there are two points that deserve particular 
attention. The first concerns the role of the bureaucracy, the second 
the relation of the ruthless minority to the popular movement. 

What, in this scheme, is the role of the bureaucracy? The new 
power purges anyone in the bureaucracy who resists, and dismisses 
the top men unless they have developed the expert mentality. But 
since the vast army of the lower or middle bureaucracy goes on do- 
ing its duty—nine-tenths of the routine work is non-political—the 
enormous machine continues to function. In the Anglo-Saxon 
countries the spirit of an abstract state machinery is still in the mak- 
ing. Here the civil servant is still more or less a citizen before being 
a civil servant, a member of a society before being a part of a 
mechanism. Thus the Anglo-Saxon observer looks in amazement 
at the spectacle of the German civil servant under Hitler, or the 
French officeholder under Laval. 

Centralized machinery develops the spirit of abstract duty; thus 
the ordinary civil servant feels himself responsible for a tiny part of 
a huge mechanism and entitled to a pension, if he does his duty. 
Duty and interest demand that he keep the machinery going—revo- 
lution or not. Riots on the street may prevent him from reaching 
his office for a day or two—but on the third day he is there, examin- 
ing the tax returns for District rv, letters R to T. It makes no differ- 
ence who tops the state. Governments come and go—smoothly or in 
violence. The state is eternal. The new power has no interest in 
stopping him, and upholds his duties and rights. If need be, a fiction 
of legal continuity is cheaply available in every case. The civil ser- 
vant will take a new oath of allegiance to any new power if neces- 
sary, provided the new master demands allegiance only im Rahmen 
der Amtspflicht, within the frame of his duties to the office. This 
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was the formula by means of which Hitler overcame the inhibitions 
of the German bureaucracy. 

Thus the new power inherits a nearly intact machinery. ‘The rou- 
tine work goes on, and the machinery retains its efficiency. The civil 
servant is neither sublime nor preposterous; it is the abstract state 
that is preposterous, by pretending to be sublime. The civil servant 
is simply human. When in times of war the peasant hides himself, 
his seed and his cattle for some days in the woods, while the tanks 
rattle over his fields, and reappears again to rebuild his barns and 
retill his soil when the noise, smoke and fire have subsided, we praise 
his devotion, patience and perdurance. As the peasant lives on the 
soil, so the civil servant feeds his children on his salary. He can 
claim to be as human as the peasant—unless it be sublime to till the 
soil and preposterous to file income tax returns. 

Since this point meets with disbelief in Anglo-Saxon countries 
but may easily prove to be important in times to come, I shall illus- 
trate the attitude by a few examples. When such a civil servant dis- 
covers that ten years ago a Jewish professor, now an emigrant, re- 
ceived a couple of marks less than he was entitled to, he will inform 
him, ask where to send the money and, if instructed to do so, pay it 
to a Jewish hospital—while the ruling party hunts and loots the 
Jews. This is no concern of his; he does his duty and pays until 
he receives an explicit order to the contrary. After the fall of France, 
when Vichy, under Nazi pressure, persecuted the Jews, Edouard de 
Rothschild, president of the chemins de fer du Nord, escaped to 
Switzerland. The German ministry of transportation found out his 
address and sent him the free ticket of the German Reichseisenbahn- 
en to which he is entitled as head of a French railway system. A 
civil servant had no order that covered the case, and did his duty. 
Even now, in a world at war, the German financial authorities take 
some pains to find whether emigrants that are entitled to a pension 
are still alive; they will receive their pensions until the day they lose 
their title by death or by acquiring American citizenship or by a 
special law abrogating their rights. If the world perishes, files and 
accounts will be in perfect order. 
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The civil servant serves no regime; he serves the “order” in any 
regime—everyone in his tiny place. This amounts, in practice, to 
serving the regime in power—yet within certain limits. In Germany 
when the party bosses, swollen with their new power and im- 
mensely enjoying new sources of income, thought themselves above 
the duties of the ordinary citizen in calculating their income, the 
lower bureaucracy so resisted this assumption of special privilege 
that the minister of finance was forced to withdraw the income tax 
problem of the party leaders from the regular authorities and 
transfer it to a special office. 

Millions of clerks, performing an abstract duty, live by the func- 
tioning of an abstract machinery. This machinery, lifeless and pow- 
erful, survived the republic as well as the monarchy. It will survive 
Nazism and the revolution to come—its units somewhat confused 
and bewildered, but its functioning never damaged beyond repair. 

The second point that deserves particular attention concerns the 
relation between the ruthless minority and the popular movement. 
At the beginning the popular movement seems to be the main 
thing; its leaders, more or less petty, are hardly more than instru- 
ments. But as time goes on, the picture is reversed: the popular 
movement becomes the instrument, the organized power of the 
leader the end. The revolution is no less liquidated than the power 
it set out to subvert. Himmler rises in power while Hess disappears; 
the Brown Shirts of the Munich brown house yield to the Black 
Shirts of Himmler’s Gestapo. In this point the fascist revolution 
follows the example of other revolutions. 

If the inner restlessness and impatience of a revolutionary power 
did not easily carry the new power beyond its domestic victory into 
wars of aggression, but permitted the social development to proceed 
along a straight line to its end, the final results would be fairly pre- 
dictable. The old stratification of society would be replaced by a 
new, and the three psychological classes would become new social 
and economic classes. An elite of the outcasts, the selection of many 
purges, would form the new upper class, enjoying all sorts of privi- 
leges and the better part of the wealth. The experts would form the 
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new middle class, with higher salaries and a certain amount of eco- 
nomic security. The fools, with all the rest of the population, would 
be enslaved and live in the hope that their sons might rise into the 
class of experts and their daughters marry into the new elite. 


III 


This is merely the outline of a model, a frame of orientation. While 
the scheme roughly fits the German case it may have no applicabil- 
ity to other countries, every case being unique. But though other 
countries will certainly deviate from this pattern, more or less and 
for different reasons, they may well use this model to discover the 
danger spots that should be watched, the safeguards that must be 
protected. 

While the fools and experts of one country resemble those of 
another, there is one important difference: the civic virtues. As long 
as there is unquestioned belief in and allegiance to political democ- 
racy—meaning majority rule and right of opposition—we may hope 
that the fool will not hire an outcast for an attack on the democratic 
principle of legitimacy, and that the expert will not rush into the 
service of an illegitimate power. 

There is no doubt that this particular kind of civic virtue was 
never a matter of course in Germany. Imperial Germany was di- 
vided between two unreconciled principles of legitimacy — the 
ancient one of hereditary and the modern one of democratic rule. 
The Weimar republic, born in defeat and confusion, was not given 
the opportunity, nor did it have the time or strength. to justify by 
successes the principle upon which it was based. In tue eyes of an 
important part of the upper classes the democratic procedure was 
neither the sole nor the right source of legitimacy, and therefore 
civic virtues did not warn these classes against the policy of proving 
by sabotage that the democratic system does not work. 

But however great a role we may attribute to the lack of civic 
virtues in the German case, countries with an older tradition have 
no reason for complacency. Before the crucial test no one knows the 
strength of civic virtues. A crisis can deadlock the democratic pro- 
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cedure itself; the fear of the unknown can paralyze not only the 
people but their government. The bewildered citizen may still cling 
to his civic virtues and yet not know how to apply them to the situa- 
tion at hand. No one should dare assert that any modern industrial 
country could stand defeat in a total war without a breakdown of 
the social order. We cannot be sure that no fear of the unknown 
will arise out of the aftermath of this war if there should be a vic- 
toriously lost peace. It is the nature of the fear of the unknown that 
the breakdown of our world, of our scheme of order, our frame of 
reference, means a breakdown of our lines of conduct—with man 
acting no longer as a member of a group but as an atom of a crowd. 
The fear of the unknown puts man in a moral vacuum, and—civic 
virtues or no Civic virtues—a helpless being eagerly consents to 
whatever promises to remove this kind of fear. 

In regard to the outcast the differences between the various coun- 
tries are obvious. So far as the loss of social status is concerned, the 
danger of the growth of an outcast class is the greater the more rigid 
the stratification of the society. In a society with flexible stratifica- 
tion, where social status can be gained, lost and regained, the class 
of outcasts will not grow to a considerable size. The man who lost 
his social status in Boston can hope to rise again in Omaha, and 
nobody cares about his past. Social scrap is reabsorbed by the social 
process; the gifted, active and ruthless find opportunities in local 
politics, in rackets, and thus the class of outcasts continually loses 
the fresher part of its blood. The situation in more rigidly stratified 
countries is different. 

The growth of the outcast class in general obviously depends on 
the extent to which loss of social and economic status is final, that is, 
on the lack of peaceful opportunities. Though in this respect the 
United States is more fortunate than other countries, it may be 
safer to feel not too safe even here. First, no one knows who the 
outcasts are until, under the guise of a popular movement, they 
rally and come into the open. In the beginning there seem to be 
only a few poor specimens in whose importance nobody believes. 
With increasing state interference and regulation the failures tend 
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more and more to cast the blame for their own shortcomings on 
the state, or on the system or on the form of government—whether 
rightly or wrongly makes no difference. In a country that has a long 
tradition of what Thorstein Veblen called “self-help, collusion and 
cupidity,” and an unbroken and youthful vitality, many a man who 
is not an outcast may come close to the outcast mentality when he 
feels his opportunities for self-help, collusion and cupidity strangled 
by an increasing amount of regulation in the hands of a necessarily 
cumbersome central authority. This specific mentality can grow out 
of very different conditions in different countries. 

There are many other differences and numerous factors that 
need to be taken into account. Yet, despite all the possible varia- 
tions, the model of the three psychological classes may serve to guide 
our thinking, worrying and acting through some of the complexities 
of modern society and help us to meet some of the probable per- 
plexities of an unknown future. 

Any such model can serve only as a heuristic device to give points 
of orientation for an inquiry into the specific nature of a concrete 
case. Though it is open to a diversity of possible variations, this 
model is restricted to political revolution in a democratic and indus- 
trial country in times of peace. A different case is presented by those 
revolutions that accompanied in the past, and may accompany in 
the future, the collapse of a state in war and defeat.’ 

The fascist revolution is not the daughter but the granddaughter 
of a total war—and the mother of the next war. In the aftermath of 
this struggle the victorious democracies will have to deal not only 
with a considerable amount of social, economic and mental “‘dislo- 
cation” in their own countries, but with defeated countries that are 
expected to find a way to democratic principles from total war and, 
even more difficult, from total defeat, and with the kind of peace 
that the crimes of “leaders” are likely to lead to as concrete content 


*As I read the proofs Italy goes the way of Russia under Kerensky, of Germany in 
1918. Such “revolutions,” if they are revolutions, are dominated by the problem of 
peace. They stop for a while at whatever regime brings peace. If this is to be a 
Rogen this democracy, in the aftermath of war and the misery of defeat, will 
be exposed to the danger of another revolution in which a ruthless minority con- 


quers the state from a confused society. 
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of unconditional surrender. What this means in specific terms, both 
to victors and to defeated, no tongue can tell or pen of mine 
describe. 

The world to come will be not less but more complex than the 
world that is gone. Millions will be uprooted. The fairest slogans 
of today will seem but thin vapors. Many a righteousness will be- 
come sour in bewilderment, many an idealism turn into cynicism. 
But the victorious powers may be able to stand the test at home, 
and a decade of enormous fatigue may give a breathing spell to the 
European continent. Within that time the European continent as 
a whole must ban the fear of the unknown by creating transnational 
opportunities for peaceful cooperation. If not—man has no choice 
but to cling to a national state that is the sole source of power, help 
and opportunity, and to build up a still more abstract machinery 
to be conquered again in one or the other of the unhappy nations 
by an unknown soldier who will rally the outcasts, select the ruth- 
less, fool the fools and—with the help of still more efficient experts 
—unleash the forces of war and destruction against half-benevolent, 
half-ignorant observers. 
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THE CONQUEST OF EUROPE 
ON THE SCREEN 


The Nazi Newsreel, 1939-40 


BY SIEGFRIED KRACAUER 


As FAR back as the early days of the Polish campaign the Nazis 
began a series of organizational steps to incorporate the newsreels 
in their system of war propaganda communications. They insisted 
upon authentic shots of warfare, extended the length of the news- 
reel, and speeded its release. In addition, every possible means was 
employed to force these pictorial records upon the native popula- 
tion, and to spread them abroad in appropriate versions.’ It is evi- 
dent that such reorganization of the German newsreel could not be 
accomplished without changing its character. In terms of the stand- 
ardized American film types, the Nazi war newsreel now keeps 
midway between the normal newsreels and the shorts. 

The following comment is based on a set of eighteen Nazi news- 


reels issued during the years 1939 and 1940.’ They cover the period 
from the Polish campaign to the Battle of Britain, and include, be- 


*These measures have been dealt with in the author’s study on “Propaganda and 
the Nazi War Film,” Museum of Modern Art Film Library (New York 1942). 

* These newsreels were made accessible to me through the courtesy of the Museum 
of Modern Art Film Library. They are undated. Some of them are in German, while 
others have an English commentary and are obviously versions for Anglo-Saxon 
countries. 

As for the later German newsreels, those from the winter of 1940 on, they continued 
as long as possible to advertise bloodless victories and steady advances. Flight Sergeant 
Bill Orndorff of the R.A.F., who spent, in 1942, seven weeks in Nazi-occupied Europe, 
tells in the New York Post, November 13, 1942, of a newsreel he had seen there: “It 
was a Nazi film about the capture of Rostov—which would have you believe the 
Nazis never lose a plane.” But the more peace faded and the German death toll rose, 
the stronger became the criticism in Germany itself of that kind of film propaganda. 
According to Ernst Kris (“The Imagery of War,” Dayton Art Institute Bulletin, Octo- 
ber 1942) the Nazi authorities were forced to take these reactions into account. Since 
they do not dare to present grave setbacks in place of easy conquests, or to substitute 
the now deadly serious soldiers for the former gay columns, they have reduced the 
sugeanty of newsreel showings. And in what is left they picture more the innocuous 
an ; ene sides of life in occupied Europe than warfare proper or any real 
problems, 
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sides the warfare proper, scenes of civilian life and activities in the 
occupied countries. As is well known, the newsreels of that period 
helped in undermining the moral resistance of neutral peoples and 
governments. It is true that their undeniable effectiveness may have 
been partly due to the profound impression then being made all 
over the world by the German conquests themselves; but the effec- 
tiveness of the Nazi newsreels is doubtless traceable to their own 
specific nature as well. The Nazis know how to arrange the propa- 
ganda content in a compelling way, and also they excel in persuasive 
cinematic devices. Because of space limitations only these devices 
can be presented here. The film devices used in the German news- 
reel command special attention, not only because they contrive to 
increase and supplement the effects of the topics, but also because 
they follow a line that deviates considerably from the ways of the 
American film of fact. 

The normal newsreel consists of a more or less casual mixture of 
various bits of news. This applies both to the American newsreel of 
today and to the weekly record that was issued by the German 
U. F. A. before Hitler. It would be interesting to learn the full ex- 
tent to which the Nazis have superseded that hodgepodge of epi- 
sodes by a purposeful arrangement. Are there any rules governing 
the relations between episodes of military and civilian life, activi- 
ties in the occupied countries and at the home front, political events 
and mass agglomerations? And how do the Nazis manage to canal- 
ize the spectator’s mental processes through their planned succes- 
sion? 

Unfortunately the material at hand is too limited to settle such 
problems. Only one compositional device can be determined with 
absolute certainty: the Nazi newsreel tends to unify the news in- 
stead of dividing it. Time and again several successive stories are 
connected to form a whole. Pictures of an unsuccessful English air 
raid over occupied Norway imperceptibly run into a lyric glorifi- 
cation of the German spirit of attack against England; Hitler's visit 
to his soldiers is the middle part of a unit that opens with derisive 
shots of the English king and ends in the destroyed Maginot Line. 
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As a result of its use of these large units the Nazi war newsreel has 
not much in common with the American. It is a species combining 
traditionally fashioned episodes with sequences that vaguely recall 
the March of Time or World in Action series—vaguely, for a closer 
approach reveals decisive differences between the American or 
British type of short and the “unit” within the Nazi newsreel. First, 
this unit is not necessarily concerned with one theme alone; second, 
the episodes of which it is composed are linked more frequently by 
pictorial than by verbal transitions. Such fusions of diversified con- 
tents have most often the character of picture units. But before 
their composition is dealt with, it is necessary to consider the share 
of the pictures, the commentary and the music in the organization 
of the whole newsreel. 


I 


The part these components play is easily recognized and defined: 
in the Nazi war newsreel, pictures prevail over the commentary. 
This preeminence of the visual element is an extremely important 
and consciously handled device. That it is peculiar to the Nazis can 
be proved by a quantitative comparison of their newsreels and anal- 
ogous American films. The rough estimate that in the latter the 
words cover about 80 or go percent of the shots is certainly not 
exaggerated. In the Nazi newsreel the commentary inclines toward 
brevity and, for long intervals, lets the pictures explain themselves. 
Sixteen of the eighteen newsreels have been examined with regard 
to the quantitative relation between their verbal and visual parts; 
the result is the finding that, on an average, only 31 percent of the 
total number of shots are accompanied by words.’ Thus the Nazi 
commentary does not even extend along one-third of the film’s 
footage, while the American spreads over nearly its whole length. 
To make the German newsreel in this way would scarcely be 
possible, of course, without the existence of numerous skilled cam- 


* The most striking instance of the absence of words is the sequence picturing Hitler’s 
reception at Berlin by means of about 85 shots. Since the commentator’s two sentences 
cover not more than g of these shots, that is, 3.5 percent, almost the entire episode runs 
like a silent film—except for the synchronized music and cheering. 
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eramen capable of furnishing lavish material. The staffs of the High 
Command, the Propaganda Ministry and the film companies have 
neglected nothing in this respect. And it is solely due to their or- 
ganizational preparations that the Nazi newsreel editors can shape 
a scene like that showing the welcome offered to troops returning 
from the front—a sequence brimfull of pictorial details, such as two 
soldiers jumping together from a freight train, boys creeping into 
a tank turret, a raised hand holding a hat against dark foliage, and 
an old woman’s head behind a gun barrel that slowly passes by. One 
recalls, too, the enormous stock of newsreel shots available for the 
full-length German campaign films; “Victory in the West” was 
drawn from film material of about one million feet.* 

By subordinating the commentary to the visual element the Nazis 
employ a truly cinematic procedure. The film surpasses other arts 
in that it reflects the visible world, to an extent hitherto unknown. 
Everyday life, with its infinitesimal movements, its multitude of 
transitory actions, could be disclosed nowhere but on the screen. 
That films cling to such little phenomena never consciously evalu- 
ated before, may be related to their descent: they originate in the 
sphere of popular art, and there is no doubt that the plain people 
are always intimate neighbors to the many objects surrounding 
them.’ And this inclination toward the minute is furthered by tech- 
nical possibilities inherent in the film. The ubiquitous camera can 
detail any subject or part of a subject, show it from various angles, 
and thereby approach its very nature. A work of art comes closest 
to perfection when it complies with the specific conditions under 
which it is achieved, and this is exactly what the Nazi newsreels set 
out to do. In so far as they play off the picture against the word, they 
expand within a dimension which belongs entirely to the film. 

Their persistence in this line may be explained by the influence 
of powerful traditions. The German film grew up in a period of 
revolutionary crises and social insecurity. Chaos spread in Germany 


*See “Propaganda and the Nazi War Film” (cited above). 
°See Erwin Panofsky, “Style and Medium in the Moving Pictures,” Transition, no. 
26 (1937) Pp- 121-33- 
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from 1918 to about 1923, and as its consequence the panic-stricken 
German mind was released from all the conventions that usually 
limit life. Under such conditions the unhappy, homeless soul not 
only drove straightway toward the fantastic region of horrors, but 
also moved like a stranger through the world of normal reality, see- 
ing its conventional forms in such a way as to change them into 
weird, abnormal structures. At that time Karl Grune, Lupu Pick, 
G. W. Pabst and other film directors portrayed apparently familiar 
objects and made them seem new. Their early pictures feature the 
city street as the place where the “man of the crowd” perceives the 
kaleidoscopic configurations of everyday life; they are full of house 
facades, window dressings, strangely lit rooms and physiognomic 
details. 

Thus the Germans introduced a cinematic realism deeply rooted 
in their particular experiences. And this was done with a perfect 
insight into the language of lights and shadows, and by means of a 
camera which, in “Variety” and “The Last Laugh,” became as 
movable as the unfettered mind directing it. It is not astonishing 
that such a cinema felt strongly attracted by the realism in the 
Russian screen epics which, headed by “Potemkin,” poured into 
Germany after 1926. In their desire to explore the human environ- 
ment through pictures the Germans not only adopted many Rus- 
sian camera and editing devices, but also took advantage of certain 
material contents stressed in those films. The same desire proved 
active in Ruttmann’s “Berlin,” a late silent composition which con- 
nected multifold shots of Berlin everyday life in a rhythmic way, so 
that this life seemed to exhibit itself on the screen. Ruttmann con- 
tinued to work under Hitler until he was killed in Russia. 

While the pre-Hitler Germans employed these techniques to 
conquer more and more provinces of the visible world, the Nazis 
are using them with quite another intent. In emphasizing the role 
of the visual they bolster those efforts that attempt to repress the 
intellect and directly affect the emotional life. The predominance 
of pictures in the Nazi newsreel is synonymous with a minimum of 
verbal explanations. In addition, the pictures themselves are so 
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selected as to work in the desired direction. Taylor has said of the 
Nazi propaganda tracts that they supersede rational argumentation 
by “pictures and symbols.”’ Nazi speeches, too, dwell upon meta- 
phoric turns, for the spell of the image smothers the interest in mo- 
tives and reasons. Totalitarian propaganda in general consciously 
attempts an approach to the unconscious language of primitive 
tribes. And this orientation directs also the visual element in films. 

Thus many newsreel shots are not inserted simply to illustrate 
some event, but function, exactly like the images in Nazi speeches, 
as “pictures” within the pictures. Instead of enlarging the specta- 
tor’s knowledge they aim at arresting his mind and shaping it 
through figurative meanings. Swastika flags hoisted on the roof of 
Versailles and the Eiffel TTower symbolize the significance of the 
French campaign, and hence deepen its emotional resonance; clips 
of the reopened market in occupied Brussels detail birds, girls, 
onlooking soldiers, cheese and other peaceful things for the obvious 
purpose of making a future German peace appear idyllic. All ob- 
jects that function as current metaphors are widely exploited, par- 
ticularly children and flowers; sufficiently piled up, they are indeed 
able to impart to the most sinister projects an air of radiant inno- 
cence. Thus the succession of literal pictures is interrupted time 
and again by metaphoric pictures. Their frequency clearly indi- 
cates the reason such a conspicuous part is assigned to the visual 
element. 

In the whole formed by the commentary, the visual element and 
the music, the last is an active partner. Although the score—a sym- 
phonic interweaving of themes of a Wagnerian character, popular 
melodies and songs—offers no interest in itself, it strikes any audi- 
ence as a weighty contribution to the whole. One cannot look at 
Nazi newsreels without sensing that their music goes far beyond a 
mere accompaniment. Its expanded role is necessitated by the 
specific tasks it has to achieve. When in this kind of film the visual 
element lacks verbal elucidation, music proves indispensable in 
determining the effect of shots that imply several meanings. What 
could be intimated by a commentary can emerge also from an ap- 
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propriate tune. The same stilted musical motif is synchronized with 
the market scene at Brussels and with an episode picturing occupied 
Copenhagen. This leitmotif of the little nations, as it might be 
called, is probably intended to give the impression that all con- 
quered peoples are full of confidence in the Germans. But the faces 
on the screen lend themselves to other conclusions as well. 

Besides its interpretative duty the music performs an even more 
vital function: that of shortening the way from the visual element 
to the senses. Nazi newsreel music makes the motor nerves vibrate; 
it works directly upon the bodily feelings. Like a fifth column these 
themes penetrate the spectator’s subconscious and soften it up for 
an eventual invasion by pictorial suggestions. While Hitler visits 
the Strassburg cathedral the old German folksong is heard, ““O 
Strassburg, O Strassburg, du wundersch6ne Stadt . . .” Meeting 
both demands imposed upon the score, this song not only interprets 
Hitler’s Strassburg excursion as a symbolic reannexation of former 
German territory, but also drags the audience—at least any Euro- 
pean one—into a sentimental mood. To many listeners the song has 
been familiar since childhood. And the emotions it arouses in them 
are likely to become identified with the accompanying pictures. 

In their desire to utilize the whole stock of emotions the Nazis 
occasionally reverse the usual relation between the visual and 
musical elements. This is the case in the scene which, through 
juxtaposed shots of battleships, submarines and bombers, celebrates 
in a rather lyric way the offensive warfare against England. The 
synchronized song, a tune apparently popular in Nazi Germany, 
includes the words: “Give me your hand, your white hand, good- 
bye, my sweetheart, good-bye. For we are sailing, for we are sailing, 
against Eng-e-land — Eng-e-land, ahoy!”” Words and melody alike 
attempt to express the feelings of soldiers determined to make the 
decisive attack. In this scene music goes beyond its mediating func- 
tions and takes over the leading role. It is complete; it shapes emo- 
tions itself, instead of merely opening the emotional sphere to pic- 
torial assaults. Whereas normally music accompanies the pictures, 
here a visual accompaniment is synchronized with the music. Not 
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by chance is the scene composed of a somewhat incoherent mixture 
of shots. They need not be connected, for they confine themselves 
to illustrating the meaning of the song. 


II 


The predominance of the visual element over the commentary re- 
sults from two basic devices. The first of these concerns what we 
might call the distribution of the contents. In the Nazi newsreel, as 
we have seen, the great majority of facts and propagandistically im- 
portant topics are set forth through pictures. 

To be sure, there are a few episodes in which this rule is abrogated 
by shifting the burden to the commentary. One of them shows 
prominent enemy statesmen, such as Churchill, Eden, Duff Cooper, 
Reynaud and “the Jew” Mandel; since their faces cannot be trans- 
formed into odious caricatures, name-calling is resorted to, the shots 
becoming mere illustrations of exhaustive insults. Another 
sequence, concerning the German reconstruction efforts in con- 
quered Norway, is intended to boast that more than sixty bridges 
were rebuilt and that the German Labor Service helped to finish a 
railway line planned by the Norwegians; here words are necessary 
to convey the information. The same holds true for an episode 
denying London’s report that English bombers reduced Hamburg 
to ruins; the claim itself could have been denied with the aid of 
pictures alone, but the commentary takes the lead, the reason being 
that the Nazis wished in addition to advertise the death of twenty- 
two children whose corpses they did not like to picture, and also the 
presence of foreign newspapermen who are not recognizable as such 
on the screen. In all these sequences the propagandistic intentions 
could be achieved only verbally. The words cover much footage, but 
they express nothing that might be expressed in the pictures.’ 


*It is noteworthy, too, that the introductory parts of the two full-length Nazi cam- 
paign films, “Baptism of Fire” and “Victory in the West,” are, on the whole, nothing 
more than verbal reports illustrated by suitable shots. This is a consequence of their 
——- they have to summarize, from a Nazi viewpoint, the historic events that led 
to the Polish and French campaigns. The intent is not so much to portray history as 


to sketch a background. The succeeding parts, dealing with the campaigns themselves, 
proceed like the newsreels in stressing the visual element at the expense of the com- 
mentary. 
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These, however, are exceptions. Throughout the newsreels a 
practice prevails that is closely connected with the Nazis’ reluctance 
to give more than purely technical information, if any at all. But 
information is only one theme among others, and every normal 
newsreel episode reveals how rich in content a series of shots can be. 
The verbal statement, ‘Various armed formations push forward 
in Poland,” refers to about eighteen clips which considerably en- 
large the scope of that reserved sentence. They show columns of 
artillery and infantry on a highway; night conflagrations obviously 
caused by guns; heavy guns in action; a row of infantrymen taking 
cover along a slope; soldiers machine-gunning; soldiers running 
across a field; a cannonade; horse-drawn wagons moving. 

It is interesting to compare this procedure, characteristic of the 
Nazi newsreel, with the American methods of narration. In one of 
the German reels the statement, ““German Stukas start for an attack 
on military objectives in England,” is accompanied by about twenty 
shots of the take-off and flight of the German squadron. A recent 
American newsreel uses about four shots to show a similar action: 
Army planes taking off from a carrier. But these few shots, amount- 
ing to only one-fifth of those in the Nazi film, are deluged by the 
following commentary: “Army-Navy cooperation is graphically evi- 
dent as an airplane carrier transports a fleet of Army fighting planes 
—though not taking them to any harbor. At sea, some distance off 
shore, the speedy fighters take off—and deliver themselves to their 
destination. One after another, they go. On to an undisclosed desti- 
nation, and to the Army planes the Navy men say ‘Happy landing’.” 

The point is that here and elsewhere the American commentator, 
not content with furnishing information, gets florid about the 
events on the screen. It is as though he were bent on out-distancing 
the pictures. Unlike the Nazi speaker, he formulates in words what 
doubtless would emerge from the pictures themselves if the many 
words allowed the audience to look at them. Precisely this is the 
trouble with the typical American—and English—procedure: it 
makes spectators uncertain whether they should follow the pictorial 
development or the verbal narration. And since they are not able 
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to do both at the same time, their attention is divided, thus weak- 
ening the effect. Much could be gained by ending this competition. 

The second basic device which makes the pictures predominate 
in Nazi newsreels concerns their structural relation to the commen- 
tary. As a result of purposeful arrangements the pictorial part of the 
Nazi newsreel gives an impression of continuity. If we disregard 
those large units in which several successive stories are connected 
mainly by means of pictures, we can distinguish two methods that 
are employed to produce this impression. 

One of them is an appropriate timing of the verbal statements. 
When a newsreel episode ends and the subsequent one begins, it 
often happens that the commentary accompanying the new episode 
begins not with its fade-in but only after a certain lapse of time. 
In similar American films verbal explanations rarely fail to set in 
with the opening shot of a sequence, but in the Nazi newsreel, pic- 
tures generally precede the words. Five shots silently depict the con- 
struction of a suspension bridge, before the commentator tells that 
this bridge is part of the new German highway system. Preceding a 
verbal account of English troops in Egypt are two airplane shots of 
a mosque and the pyramids, indicating where the story will be 
located. And the statement about German Stukas starting for an 
attack on military objectives in England joins the pictures at a mo- 
ment when they have already begun to develop the action. As a 
result of this method of timing, the pictorial parts of successive epi- 
sodes seem to run into one another, despite their different content. 
Thus the feeling grows in the spectator that he is carried along by 
a flow of pictures. In addition, the shots that come before the com- 
mentary refrain from revealing their meanings while they pass by, 
thus resulting not so much in straining the intellect as in loosening 
the emotions. Under the influence of these shots the whole pictorial 
flood tends to work in the same direction. 

The other structural method for creating the impression of such 
a current consists in shaping verbal statements as incidental remarks 
to some shot. In the episode that pictures the welcome offered to 
returning troops two shots of soldiers enjoying the people’s cordial- 
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ity are accompanied by the words, “No one will ever forget this 
day.” Similarly the commentator extemporizes, ‘A bunker at the 
outskirts of the town,” during a series of clips of Hitler’s drive 
through Strassburg. Statements of this kind are frequent, and seem 
to be inspired by the pictures. It is as though the speaker, confining 
himself to the role of a spectator, silently followed the course of the 
pictures and only here and there, struck by a detail or a sudden idea, 
felt the desire to comment. Particularly he likes shots that lend 
themselves to a propagandistic interpretation. One sequence shows 
the Bastille Square crowded with people listening to a loudspeaker 
announcing the Armistice conditions in French.’ The camera, 
voluptuously dwelling on the people’s dejection, turns after a while 
toa man who is haranguing a group, and the commentary speedily 
assumes: “Here one discusses Messrs. Reynaud and Mandel. The 
opinion about them is rather obvious.” ‘The subsequent shot is also 
exploited. It represents a conclave of four women, one of whom 
illustrates her chatter with a gesture simulating the secret pocketing 
of money. This provokes the bold conjecture that “Here one talks 
over the warmongers’ flight abroad.” By eliciting such propagan- 
distic subtleties from the pictures the speaker encourages the audi- 
ence to plunge like him into their flood.’ 

While the Nazi commentary thus consciously submits to the 
hegemony of the pictures, the commentary in Anglo-Saxon films 
is always tempted to go even beyond their content. In the World in 
Action short, “Our Russian Ally,” several shots of Russian troops 
and tanks moving across the snow are bound up with the elaborate 
narration: ‘From the trenches of Leningrad to the gates of Rostov 
they stood to arms all through the bitter winter of 1941. All winter 
long they wrote across the bloodstained snow a chapter of heroism 
of which the greatest armies of history might be proud. And come 
"It is an amusing fact that the excerpt drawn from the Armistice treaty in this 
sequence deals with the future of the French fleet. The loudspeaker records the para- 
graph: “Le gouvernement allemand déclare en outre solennellement et expressement 


qu’ll ne formulera aucune revendication vis a vis de la flotte francaise lors de la con- 
clusion de la paix.” 


* Because of this pictorial continuity particular caution is necessary in including 
clips drawn from Nazi propaganda films in anti-Axis films. 
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what may, on this two-thousand-mile battlefront, where the titanic 
forces of the swastika and the red badge of courage struggle for 
dominion over one-sixth of the earth’s surface, Russia knows that 
her true war power lies not alone in arms and equipment but in the 
inner spirit of a people.” As long as there is such a tendency to bury 
the pictures under a snow of words, there is a danger that the film 
will degenerate into an illustrated editorial. 

So much for the structural relation between the visual element 
and the commentary, though it should be added that these two 
components have a certain inclination to run contrapuntally. Thus 
the statement, “At noon military bands play in the towns of the 
occupied zone,” belongs to a number of shots intended to show 
that German soldiers and French girls are mutually attracted. An- 
other fascinating instance is provided by several shots of a big 
swastika flag hoisted on the Eiffel ‘Tower—symbolizing the state- 
ment that “Paris is in the hands of the Germans’—which are fol- 
lowed without any marked interruption by pictures reveling in 
accumulated swastika banners and cheering crowds. Where does 
this spectacle take place? Instead of locating it the somewhat 
delayed commentary declares, “Marshall Pétain, deputy minister 
of the newly organized French government, asks the German gov- 
ernment for the conditions of a possible armistice.”’ In other words, 
the speaker, indifferent to what is shown on the screen, continues 
reporting on the events that sealed the French defeat. After two 
more shots he joins in again with the remark, “At a meeting in 
Munich between the Fiihrer and Mussolini terms of an armistice 
were agreed upon.” Through this contrapuntal procedure the Nazis 
succeed in affecting the psychological system by at least two simu!- 
taneous suggestions.” 
nn a fuller appraisal of such cinematic epee gd see “Propaganda and the Nazi 

ar Film” (cited above). The question may be raised whether also the above quotation 
from “Our Russian Ally” is not connected with its pictorial accompaniment in a 
contrapuntal way. But even though the narration in that instance refers to many more 
things than the few shots shown at the same time, the little scene is by no means a 
polyphonic composition. Instead of adding to the theme of the pictures a new theme, 
so that both can work together upon the audience, the narrator imposes such a multi- 
tude of ideas that under their weight the pictures lose their force. The contrapuntal 


method does not allow any one theme to push another aside, but weaves them into 
a unit in which they are sustained equally. 
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Ill 

Since the visual element prevails in the Nazi newsreel, the camera 
and pictorial editing devices are of special interest. Some of them 
are not peculiar to the Nazis. Of these, one may be cited because it 
is used rather frequently: the falsification of reality by means of 
tricks. The sequence in which French girls and German soldiers 
seem to take to each other is decidedly not so much a true image of 
life as the illusory outcome of clever cutting. The mirage is accom- 
plished through a series of clips that alternately picture smiling 
girls and gaily chattering soldiers. Then, to deepen the impression 
that the groups are really in touch with each other, the girls look 
toward the right, while, in the subsequent shot, the soldiers turn 
toward the left—whereupon the girls appear once again, seemingly 
pleased at having been noticed by the males. For a cutter with many 
newsreel clips at his disposal it was rather easy to palm this romance 
off as the finding of some cameraman. Sometimes it happens that 
the changes worked upon reality by studio specialists are admitted 
openly as such. British film material showing English recruits drill- 
ing on a barracks square has been re-edited with the aid of optical 
tricks to shape a comic strip for the purpose of making the audience 
laugh at England’s amateurish soldiers. But the Nazis have no mo- 
nopoly on cinematic jokes of this kind. In fact, the dance steps that 
Hitler’s columns perform in Cavalcanti’s “Schicklgruber Dancing 
the Lambeth Walk” are even funnier than the goose-steps of those 
caricatured English recruits. 

One of the devices that seems to be confined to the Nazi film is an 
important, though simple, use of the camera to feature moving 
troops. It is not by chance that marching columns are the property 
of the Nazi regime. In calling them into existence, Hitler took ad- 
vantage of traditions emanating from the old German Youth Move- 
ment—a revolt of middle class youth against the obsolete conven- 
tions of the parental world. The rebels wanted to free and renew 
themselves. But since they failed to recognize the social and politi- 
cal reasons for their unrest they were unable to visualize any real 
goal, and thus confounded true freedom with freedom as an end in 
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itself. They opposed the adults by rambling in loose groups with 
guitars, with no definite destination. This kind of wanderlust was 
animated by their belief in the then popular idealistic conception 
that the world is in eternal movement toward eternal ideals; these 
being inaccessible, the young idealists revered movement as a goal 
in itself, and as they wandered aimlessly they all had the gratifying 
feeling of expressing a metaphysical creed. After the last war this 
attitude persisted in the youth of middle class Germany, which was 
then becoming increasingly affected by the worsening economic 
situation. 

Hitler knew how to exploit these traditions. He persuaded the 
young people that he was sent to realize their ideals, and thus influ- 
enced them to join the S.A. The rambler movement was lost in the 
Nazi movement, the loose groups in uniformed, marching columns. 
And yet some of the young people may still have believed that noth- 
ing essential had changed, for Hitler was on his guard not to destroy 
the spell of the movement by a premature disclosure of his aims. 
Significantly, such official Nazi films as “Hitlerjunge Quex” and 
“Triumph of the Will” end with enormous S.A. columns marching 
off against the sky. It is as if these processions were intended to con- 
vince the spectator that they are carrying on the unending move- 
ment of the past. Because of their ideological importance, marching 
columns are a leitmotif of the Nazi war newsreel, making the audi- 
ence itself participate in.a spectacle that symbolizes irresistible 
advance. 

All this accounts for the effort of the newsreel cameramen to 
cover the columns’ movement as completely as possible. Placed near 
some highway or city street—usually at the outside of a curve—the 
camera first captures the whole scenery, with a column advancing 
toward the foreground, say from the left. As the formation moves 
on, steadily growing in size, the camera pans to keep it within the 
field of vision. Presently the column passes immediately before the 
camera. But is it still the column? The former long shot picturing 
it as a unit has now changed into a close shot that singles out several 
individual soldiers or even mere fragments of them: their heads, 
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their torsos, their marching legs. Thus the whole gives way to the 
puzzling movements of its parts. This disintegration not only testi- 
fies to the Nazis’ desire to depict the movement from all conceiv- 
able angles, but also serves in an impressive way to prepare specta- 
tors for the reconstruction of the unit. The constantly panning 
camera still follows the soldiers, who now reappear as a column as 
they march on to the right. In the final position a long shot shows 
the scenery, with the now recreated column marching off. Time and 
again the Nazi newsreel uses this kind of drawn-out pan shot, which 
gives the movement of a column in all its details and yet never neg- 
lects to represent it as continuous. 

Another characteristically Nazi device is the occasional insertion 
of beautiful natural settings, which are not, as a rule, given much 
attention in newsreels. Picturesque seascapes open the episode that 
lyrically glorifies the Battle of Britain, and also preface the shots of 
German Stukas starting for an attack on English territory. In the 
latter the camera proceeds like a painter: a motionless soldier and 
a little shore gun are silhouetted against a sea that quietly mirrors 
the sinking sun. Both newsreel items attempt to evoke the spirit of 
attack—which is evidenced, too, by the cheerful songs synchronized 
with the bulk of the pictures. ‘The seascapes have the function of 
facilitating this attempt. Before an attack is launched, soldiers often 
receive an abundant alcohol ration designed to weaken their in- 
stinctive fear of the coming battle. The supposition that these pic- 
tures play, for the audience, about the same role as the alcohol plays 
for the soldiers is the more justified as the pictures appear at the 
beginning of the two episodes. Their beauty is expected to put the 
mind into a state of aesthetic delight and thus repress the scruples 
of everyday life. 

Thus the Nazis profit by the power of aesthetic impressions in 
overcoming psychological resistance. In fact, these seapieces, which 
recall the magnificent posters of transmarine travel bureaus, work 
exactly like a stimulant. And there is no doubt that an audience in- 
toxicated by their charm will unconsciously transfer that feeling to 
the subsequent praise of the attack on England. It should be noted 
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that, for certain reasons, fascists generally tend to visualize war from 
an aesthetic point of view. By extolling the “beauty” of war they 
obscure its real significance. 

An important device is used in the composition of those large 
units that extend over several episodes: successive episodes are 
sometimes selected and linked in such a way that the transition be- 
tween them conveys a propagandistic meaning. A transition of this 
kind is found in a unit that consists of the following four stories: 
King George attending Air Raid Protection exercises; King George 
visiting a Scout camp; Hitler among his soldiers; Hitler inspecting 
Alsace and Lorraine. It is obvious that the first two and the last two 
stories belong together, and the transition between them is shaped 
in such a way as to bring the contrast to the fore and exploit it in 
favor of the regime. Toward the end of the second the King appears 
amid the singing Scouts, imitating almost timidly the droll ges- 
tures that are part of their ritual. ‘To prepare the ground for the 
contrasting effect, the commentary outdoes itself in ridiculing his 
behavior. Then comes the transition. Usually pictures do the job, 
but in this instance it is exceptionally porformed by a verbal state- 
ment which, instead of being delayed, has already started during the 
last shot of the Scout camp. “While His Majesty, at a moment when 
England begins to fight for her very existence, does not know of 
any better way to use his time, the Fiihrer of the German Reich 
shares the company of his soldiers.” As this pompous sentence pro- 
gresses the two opening shots of the third story picture a multi- 
tude of soldiers informally saluting Hitler, who, after a further shot, 
will leave his car to approach the old war horse. Because of the con- 
tents of the stories which it connects, the transition implies that 
England is in a state of complete decay, whereas Germany is young 
and virile. 

When the pictorial transitions, more prevalent, assume propa- 
gandistic functions, they are of the same demagogic nature. One of 
them links two parades: the parade of French and English soldiers 
in 1938; and that of German troops celebrating the seizure of Paris. 
Drawn from enemy film material, the flashback has evidently been 
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inserted to heighten the impressiveness of the Nazi soldiers, whose 
goose-step shakes the famous Paris avenue. The contrast between 
the episodes manifests itself at their juncture. When the survey of 
past splendor is about to end, the Nazi cutter manages to turn one’s 
attention from the cadets of St. Cyr and the mountaineer forma- 
tions to the French colonial troops. In fact, the sequence concludes 
with two close shots of Negro faces. They are followed immediately 
by a shot which anticipates the whole Nazi show: the camera first 
points to the upper part of the Arc de Triomphe, then tilts down to 
a German infantry column moving past the monument, and finally 
pans to reveal endless columns participating in the parade. By 
confronting the colonials with the representatives of the master 
race, the transition not only deepens the contrast between the for- 
mer Allies and the Germans, but also gives one to understand that 
the Nazi victory must be an outcome of moral superiority. 

No less pretentious is a transitional passage within the visual 
part of a unit that includes three sequences: a detailed depiction of 
the Maginot Line, taken from a French documentary; the German 
attack on the Maginot Line, indistinctly illustrated by about four 
shots; Hitler’s return from the destroved Maginot Line to Berlin. 
Here the transition—it connects the last two episodes—underscores 
not so much a contrast as a consequence, that of the victory over 
France, and does so by an ingenious shot. After having shown a de- 
mobilized French fort the camera turns toward the left, captures 
the French bank of the Rhine and slowly continues panning and 
traveling in this direction, with the result that it covers not only the 
whole width of the river but also its German bank. The shot, its 
location fully explained by the succeeding picture of Hitler’s car 
moving over a pontoon bridge, leads from the conquered Maginot 
Line to Germany in a sustained movement that symbolically an- 
nexes Alsace and characterizes the Rhine as a German river. Only 
a man who passes his possessions in review surveys in this way. A 
simultaneous statement merely confirms the shot’s significance. 
Thus a simple transition between two successive events goes far 
beyond its immediate duties, in the interest of propaganda. 





354 SOCIAL RESEARCH 


IV 

Many devices are employed to stress the suggestive power of those 
episodes that picture excited crowds and are thereby intended to 
make the audience participate in the regime. The Nazis excel in 
organizing masses on the screen as well as on the street. In the news- 
reels such crowds appear nowhere with more magnificence than in 
the combination of sequences illustrating Hitler’s reception in 
Berlin. ‘These sequences cover the following events: Berlin people 
preparing for the reception; Hitler’s arrival at the Berlin station 
(Anhalter Bahnhof); Hitler leaving the station and walking to his 
car; crowds cheering Hitler on his drive to the Reichskanzlei; Hit- 
ler and Goring on the balcony, cheered by immense crowds. Except 
for the second episode, showing Hitler’s reception by high dignita- 
ries of the Reich in the station building itself, all sequences are 
devoted to one and the same task, that of sustaining a unique mass 
demonstration from beginning to end. Ninety-eight shots repro- 
duce this demonstration, with a thoroughness that depends, of 
course, upon the lavish use of well-equipped cameras. Significant 
in this respect are the various angles from which Hitler’s entrance 
into the grounds of the Reichskanzlei has been shot. 

Flags and flowers are the accessories of the grandiose show. Its 
description starts with five shots: of swastika flags and standards 
which, because of the manner of their representation, acquire a 
specific meaning. ‘The camera approaches them closely, with the re- 
sult that the screen is alternately covered by waving flags and a forest 
of standards, reminiscent of the enchanted woods which Lang in 
his ‘““Nibelungen”’ film shaped after Boecklin’s “Great Pan.” The 
spell of that forest reinforces the lulling effect of the flags’ undula- 
tions. These pictures are an opiate, making spectators submit more 
readily to the image of the mass.” Immediately after the flags a num- 
ber of girls strew flowers on the street under the eyes of the waiting 
crowd, while the commentator asserts, ‘““The streets from the A nhalt- 
er Bahnhof to the Reichskanzlei will be turned into one carpet of 


* Here the flags have a function similar to that of the beautiful seascapes, mentioned 
above. 
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flowers.” ‘The propagandistic value of flowers, resulting from their 
figurative significance, is supplemented by a few pictures showing 
this carpet from above. Flowers spread all over the screen, and it 
would be difficult to decide whether they are a botanical or a human 
mass. Thus the camera forces spectators to associate the impressions 
of an exalted crowd with flowers. 

What strikes one first in the cinematic shape of the mass itself is 
the constant alternation between the whole and details of the whole. 
Distance shots of the crowds and close shots of some face appear in 
turn. But this alternation is not in itself so important as the cutter’s 
endeavor to shift the attention from the individual to the mass. A 
closer scrutiny of the sequences reveals that the depiction of the 
mass demonstration is divided into a succession of scenes which al- 
most imperceptibly run into one another. They are composed in 
such a way as to determine the course the spectator’s mind has to 
follow. One of them, forming the finish of the first sequence, that 
of preparation for the reception, begins and ends with a long shot of | 
the mass before the Berlin station building; between these is a series 
of four close shots, interrupted by a further long shot, detailing 
the efforts of the S.A. and the police to stem the mass. Another scene, 
contained in the sequence of Hitler’s drive to the Reichskanzlei, 
proceeds in the same way: clips of the huge crowd frame pictures 
that pick out raised arms and heads. This cycle, characteristic of all 
scenes, introduces a movement leading from the mass to the indi- 
vidual and back to the mass dimension. The movement’s meaning 
is obvious: it isolates individuals for the sole purpose of drowning 
them in the crowd, thus implying that they are nothing more than 
its elements. 

Other devices, too, aim at depriving the individual of any autono- 
mous value, and, conversely, attempt to make the mass attractive. 
The close shots prefer the faces of women and children to those of 
men. Many an innocent boy emerges for a moment from the mass. 
This predilection is explained by the fact that women and children 
are particularly susceptible to the influences of mass excitement; 
Hitler himself has called the crowd feminine. One of the furies has 
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a baby on her shoulder. The camera dwells upon their hysterical 
faces and never tires of presenting screaming youngsters and girls in 
transports. Are they still private beings? They are part of a delirious 
crowd. How little concerned the camera is with maintaining the 
individual can be seen by the frequency of pictures that offer diverse 
parts of human bodies. The head of a woman appears between a 
hand and a sharp chin; the legs of a girl try to push away the jack- 
boots of two S.S. men. These pictures intimate that the individual 
is not all of a piece—an assumption buttressed by several close shots 
of confused mass elements. One of them shows an inextricable mud- 
dle of arms, little swastika flags and heads spreading over the screen. 
To complete the impression of the individual’s nullity the camera 
always pans and travels while giving details. Its constant movement 
denies the independent existence of the man in the crowd. How 
different from the classic Russian films! Even though these also in- 
dulge in crowds, they manage to show that they are a rally of indi- 
viduals. What remains of the advancing mass of revolutionary 
workers in Pudovkin’s “Mother” is the self-possessed face of the 
woman heading the procession. 

Whereas these close shots blend anarchy and ecstasy, the long 
shots reveal a crowd which, in contrast to its elements, affects the 
audience as an entity. The bird’s eye view works particularly to 
this effect. Cameras set far above show the compactness of the mass, 
and disclose the strange beauty of this enormous and eternally surg- 
ing body which suggests comparison with an ocean or an endless 
wheatfield. Now it becomes clear why the carpet of flowers has been 
shot to make it resemble a crowd. Through this pictorial analogy 
the attractiveness of the crowd is strongly amplified. It must be 
added that the cameras pan over the whole mass as well as over 
the fragments composing it. Its immensity could not otherwise be 
grasped. 

But the mass is not entirely autonomous. It depends upon Hitler. 
That Hitler masters the crowd is implied by the organization of the 
last sequence. It consists of two scenes, the first of which opens with 
four long shots of the cheering mass before the Reichskanzlei and 














cal 


in 
US 


rse 
la 
ck- 
ial 
ots 
id- 
n. 
ra 








CONQUEST ON THE SCREEN 357 


ends with a shot of Hitler surveying the spectacle below from his 
balcony. The space between is filled in with detailed shots of the 
mass. This arrangement, in leading from the mass to Hitler, clearly 
shifts the balance in his favor. The subsequent and concluding 
scene, which is the climax of the whole, settles Hitler’s relation to 
the mass by means of a very clever editing device. While the first 
shots of the scene picture first Hitler and Goring on the balcony, 
and then the ocean-like mass, the last ones show exactly the same 
objects in reverse order, so that the scene ends with Hitler. His 
images encircle those of the crowd, definitely subordinating it to 
him. The unique sovereignty he thus acquires is sustained by two 
further shots which, mingling with the closeups of mass elements 
in the interval, likewise show him enjoying his triumph. These 
closeups record almost exclusively the faces of youngsters. The pref- 
erence given to them doubtless originates in the desire to stress the 
relation between German youth and its Fihrer. 

Of hundreds of thousands absorbed by a crowd which itself lacks 
complete independence, Hitler alone appears as an individual. He 
is composed; he seems an end in himself. “Chattering on his bal- 
cony with Géring while crowds cheered him on his return from 
France, he smiled, but there was no timidity about his crooked 
mouth”—this is the impression he made on Howard K. Smith 
(Last Train From Berlin) during that mass demonstration. Cine- 
matic expedients help in idealizing his personality. He is always 
contrasted with a particularly distorted face or fragment, if not with 
the mass as a whole. And no sooner do the incessantly moving cam- 
eras light upon Hitler than they come to a standstill. By stopping 
momentarily their ceaseless motion they feature him as the true 
source and goal of the mass below. 


(New York City) 








NAZI PROPAGANDA AND 
ITS DECLINE’ 


BY HANS SPEIER 


I 


Wionros may achieve what bullets do not accomplish, because 
words do not kill. A ruthless and powerful man would be foolish 
if he killed the opponents he wants to use for his purpose. The dead 
can neither fight nor work. At best, their example may frighten 
others who are equally powerless, so that they yield in order to keep 
alive. 

Political propaganda in Nazi Germany is a form of coercion; 
while it lacks the bluntness and irrevocability of physical violence 
it derives its ultimate efficacy from the power of those who may, at 
any moment, cease talking and start killing. Political propagan- 
dists are so occupied with their craft that they have no time for 
executing the threats they utter. They leave the coercion of the 
recalcitrant who remain unimpressed by verbal threats to men 
with different skills and weapons. For this reason the relation be- 
tween propaganda and physical violence is often obscured. National 
Socialist propaganda, however, cannot be understood if its relation 
to National Socialist terror is overlooked. Goebbels at home would 
be a nincompoop without Himmler, and Goebbels addressing for- 
eign audiences would be a comic figure were it not for Germany’s 
armed might. At home, Goebbels bends the Germans, Himmler 
breaks them. 

The effect of Goebbels’ eloquence at home is in a large but un- 
determinable measure the effect of state and party power. The very 
existence of this power affects action, speech and attitude. The 


* This article is a chapter from a forthcoming book by Ernst Kris, Hans Speier and 
Associates, The German People and the German Radio, prepared in connection with 
the Graduate Faculty Research Project on Totalitarian Communication. 
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heart, said Spinoza, is in a certain respect dominated by the supreme 
authority which “commands many means for bringing it about 
that very many people believe, love, hate what it wills.” And he 
adds that it is not necessary to prescribe such feelings, that authority 
itself engenders them. 

The propagancist does not always utter threats. More often he 
announces what h»s happened, confining himself, whenever possi- 
ble, to announcements of governmental actions which convince the 
people that their government is strong, profitable and good. In this 
way he will rally in admiration of the government all those who fear 
its power or want to have a share in it; who gain from its actions; 
who are pleased by righteousness and devotion to moral principles. 

Whether the propagandist utters threats of violence or merely 
announces what the government has done, he tries to strengthen 
the authority of the government among the governed, in order that 
the governed will like to do what the government wants them to do, 
and dislike doing what the government wants left undone. Both as a 
public relations man of the police and as a celebrator of governmen- 
tal accomplishments the propagandist eliminates dissent in the 
political community. 

His role is easy to perform when there are accomplishments to 
celebrate. Then he can conveniently follow the strategy of truth, as 
the facts ‘‘speak for themselves.” If he must cope with failure rather 
than success, he may still choose to tell the truth, either because he 
assumes that the governed are loyal enough to endure it and that 
they may even be incited by it to greater exertions, or because he is 
afraid of endangering his prestige by lying when the bitter truth 
spreads through other channels. In general, however, no accom- 
plishment is so great as not to permit of propagandistic enlarge- 
ment, and no failure so small as not to invite propagandistic efforts 
to render it even smaller. To a varying degree the propagandist is 
constantly tempted to make use of one or several of the many forms 
of deception: slanting news by selection and emphasis, boasting, 
empty promises, flattery, the pretense of righteousness, studied en- 
thusiasm, inventions, straightforward lies. 
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Since September 1939 Goebbels has concentrated his efforts on 
announcing what German soldiers do. This is his primary, though 
not his sole function; and, what is more important, this is at once 
the only source and the main limitation of his strength as a purveyor 
of war news. His strength is borrowed strength, and his weakness 
is a consequence of German military defeats. The story of German 
domestic propaganda in this war is the story of its decline as Ger- 
many’s position has deteriorated on the fields of battle. 

Despite all his accomplished ruses and perfected substitutes for 
physical violence, the Nazi propagandist plays only a secondary role 
in war. He cannot protect German cities from being bombed. He 
cannot revive dead German soldiers. He cannot produce tanks. He 
cannot conquer the British Isles, take Stalingrad, or slow down the 
retreat of the Afrika Korps. The propagandist can only say that 
German cities will not be bombed; try to conceal the number of 
German casualties; talk about “secret weapons”; predict an inva- 
sion of Britain; claim, as Hitler did on November 8, 1942, that 
Stalingrad has been taken; and call retreats “disengagements.” 

When there is a great victory, however, the propagandist has his 
heyday. He describes it, praises it, and is invariably inclined to in- 
flate its importance by arranging superb celebrations. In victory he 
finds the material to comfort his friends and harass his enemies. He 
exploits what the soldier has already achieved, and promises that 
the soldier will continue to achieve it. In short, the propagandist 

deals in words and ceremonies within a framework dominated by 
action and blood. 

At home propaganda supplements victory or is a substitute for it, 
just as propaganda directed toward the enemy is a substitute for 
violence before the caissons roll, and a supplement to it when they 
are rolling. In periods of stalemate or inaction it is easier for the 
propagandist at-home to offer substitutes for victory than it is in 
periods of setback or defeat. In such periods the propagandist takes 
the place of the victor, and he is a poor substitute. His is the un- 
happy task of explaining away the situation. He promises what the 
soldier has not given, or he repeats the stories of the victories 
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the soldier once gave. He exhorts people not to despair, but to 
achieve this result any military triumph, however small, would be 
more successful. In order to do justice to the ingenuity of propa- 
gandists it should be recognized, however, that they attempt to 
transform military defeats into moral victories, and thus into 
tokens of future military success. When the Sixth German Army 
was encircled and beaten before Stalingrad, Goebbels tried to work 
this miracle. 


II 


The Nazi elite has coined a new, euphemistic term for dominating 
the masses by non-violent means. They call it Menschenfiihrung, 
which means literally “guidance of men” and may be freely trans- 
lated as government through the people despite the people. Clearly, 
the nature of leadership or guidance depends on the leader, his 
goals, and the opinions he holds of the people he leads. 

Hitler represents the redemption of Germany’s inglorious fail- 
ures in the past, and at the same time the consummation of her 
glorious heritage. Like a magician giving youth to the aged, wealth 
to the poor and health to the sick, Hitler is capable of transforming 
the moral substance of the German people. His role in changing 
and illuminating the hidden meaning of Germany’s history engen- 
ders a presentation of all German culture as premature Nazi cul- 
ture. 

Even more important than Hitler’s sway over the past, however, 
is ‘‘the wisdom, the righteousness, the goodness, and the greatness, 
and especially the genius of his leadership” in regard to the present 
(Géring, May 20, 1942). There has not been a single successful 
campaign in this war that has not been attributed to Hitler’s strate- 
gic genius. He has been credited with planning victory down to the 
last detail. Likewise, when Germany passes through a “‘crisis” Hitler 
is usually said to have prevented it from turning into disaster. 

Finally, the Fiihrer is endowed with prophetic gifts that enable 
him to include the future, too, in the orbit of his power. According 
to Hermann Rauschning, Hitler averred his own superiority to 
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Goebbels when he said that “whatever can be done by the intellect 
Goebbels can do.” To show that this is not enough Hitler added, 
“When I hear the voice, then I know the time has come to act.” 

Hitler’s “intuition” is of importance for understanding the rela- 
tionship between predictions in Nazi propaganda and the political 
structure of Nazi rule; and Hitler’s “‘infallibility” is the core of 
Nazi news. What is said about the future by German propagandists 
is very frequently derived from, and always ultimately related to, 
Hitler’s intuition. Similarly, whatever is said about German suc- 
cess in the present testifies to Hitler’s energy. More than that, the 
insistence of German propagandists on German foresight and initia- 
tive in this war is a consequence of Hitler’s political position as the 
leader of the Reich. In a sense, all Nazi news is news about Hitler 
forcing fate according to the dictates of his will. 

On Hitler’s fifty-fourth birthday, after the second Russian winter, 
Goebbels still spoke of “the strong magic power of the Fiihrer’s 
personality.” He also made the following statement, extraordinary 
in both content and style: ““When among the many other arguments 
in favor of the certainty of our final success we also mentioned re- 
cently, in a speech at the Berlin Sportpalast, the argument that we 
believe in victory because we have the Fiihrer, then we received, 
a few weeks later, torrents of letters, especially from the front, 
mostly written in fiercely embattled positions, bunkers and fox- 
holes—letters in which this particular proof was felt to be the most 
convincing one in comparison with all others, merely factual, 
proofs.” 

This statement should not be dismissed with the smile of the ra- 
tionalist who does not believe in beliefs. Hitler’s “magic power” 
resides in the action of those who believe in this power. And Nazi 
propagandists do everything possible to nourish this belief, whether 
they share it or not. 

As is well known, Hitler has not hesitated to express, in Mein 
Kampf, his utter contempt for the “masses,” their lack of intelli- 
gence, their forgetfulness and their “feminine” character. In the 
higher Nazi circles belief in the manageability of men has replaced 
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the belief in man’s perfectibility; the delight of propagandists has 
superseded the cultural heritage of the west. 

For all this professed contempt for the masses, however, the Nazi 
elite does not disregard the man in the street. Theirs is a post-demo- 
cratic despotism that must present itself as a truly popular govern- 
ment in order to retain power. No democratic leader claims so 
often as Hitler does that he is the spokesman and representative of 
the people. Nor has any democratic government ever felt so con- 
stantly urged to protest that it is loved and admired by a firmly 
united nation. 

The attitudes of the people in Germany are closely watched by 
the government and the party so that policies can be adapted to 
preestablished responses. When those responses are missing, popu- 
lar feeling can be both stimulated and simulated by organized party 
action. Whenever it has seemed expedient to vent “the wrath of the 
people” upon the Jews, synagogues have been burned by the Brown 
Shirts, and the party press has written of the spontaneous outbursts 
of popular indignation. The collection of winter clothing for the 
German troops in Russia during the winter of 1941 was presented 
as the spontaneous gesture of a people eager to express its gratitude 
to the soldier. The period of collection, intended to cover Christ- 
mas week, was extended beyond New Year’s Day, ostensibly because 
of the unexpected wave of enthusiasm that flooded the collection 
centers. At the time of “total mobilization” in March 1943, when 
the middle classes were plowed under, Goebbels opened a new divi- 
sion in his ministry to process recommendations on how to improve 
things in the fatherland so as to conduct the war more efficiently. 
Suggestions regarding the conduct of total war, marked “Total 
War,” were to be addressed to the Reich Ministry of Public Enlight- 
enment and Propaganda, Wilhelmsplatz 7-8, Berlin W-8. The his- 
tory of National Socialism abounds with cases of planned spontane- 
ity, organized license and bureaucratized mass participation in polli- 
tics, 

Democratic participation in politics has not been abolished in 
Germany; rather, it has been perverted. The masses are politically 
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busy, but they are without influence. ‘They are organized for pur- 
poses of mutual supervision, of eradicating privacy and leisure and 
of stifling real spontaneity. If they look at what they are doing they 
must know that they have never been more deeply engaged in poli- 
tics. But precisely for this reason they participate in the strangula- 
tion of their political freedom. The net of Nazi politics in which 
they are caught is, to a large extent, of their own making. 

The masses participate in Nazi politics not only for purposes of 
mutual control but also for other reasons that are more truly propa- 
gandistic in character. According to carefully planned designs, the 
masses create, and participate in, a vicarious political reality con- 
sisting of parades, meetings, anniversary celebrations and be- 
flagged mediaeval towns. It is a world suggesting the strength and 
success of the Nazi cause with a degree of persuasiveness that words 
alone do not have. Music, rhythm and color play a more important 
part in it than reason. In this world, which is packed with oppor- 
tunities for overwhelming sensory experience, success is made visi- 
ble and audible, righteousness becomes extraordinarily exciting 
and strength a crushing immediate experience of organized crowds. 
Like a carnival, it is a world of physical imagery containing no trace 
of everyday life, with its compromises and worries, but offering in- 
stead a miraculously purified reality of elation and triumph. 

Words cannot compete with the effect of this vicarious reality 
upon the masses. Hadamovsky, one of the leading Nazi publicity 
men, once expressed this by saying that the most perfect newsreel, 
the most accomplished radio reporting or the most effective descrip- 
tion of a mass meeting is merely propaganda for immediate partici- 
pation in such a demonstration. This Nazi perversion of democratic 
participation in politics is predicated upon a coniemnt for man as 
a reasonable being, and it constitutes an exploitation of his capacity 
for being fooled by pleasures that prevent him from reasoning 
soberly. 

In part, Nazi propaganda’s use of the principle of vicarious pat- 
ticipation is made possible by the complex social organization of our 
life. Were our life parochial and our work unspecialized, as it is, for 
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example, on a self-sufficient farm, it would be futile to offer us an 
image of reality so spurious and yet so presumptuous as is the vicari- 
ous reality of Nazi origin: it would clash with what we knew to be 
true from our life and work. The social world we live in, however, 
is highly complicated and evades immediate experience. In our 
strictly specialized existence it takes perspicacity, reliable informa- 
tion and mental effort to orient ourselves intelligently. We are sure 
of what we do within the narrow confines of our own lives, but 
beyond them the wide world of facts on which we depend easily 
fades into hazy imagery. Nazi Menschenfiihrung exploits this situa- 
tion in the interests of Nazi rule. 

Since the Nazis believe that the immediate sensory experience 
provided by participation exerts a more powerful influence on 
men’s attitudes than arguments do, they use every verbal propa- 
ganda technique that fosters the illusion of immediacy and con- 
creteness. Hence their preference for the spoken rather than the 
written word, for eyewitness reports rather than summary accounts, 
for a personalized presentation of the news rather than its sober, 
impersonal discussion, for illustration rather than explanation. 
Since the Nazis are also convinced of the power of suggestion, they 
encourage group listening rather than individual listening. Finally, 
since they are convinced that the human mind can be manipulated 
by conditioning, they prefer repetition to amplification, and fre- 
quently use magic words, the meaning of which is impervious to 
reason but which evoke a state of emotional gratification. 


III 


The Nazis overestimate the importance of propaganda. In part, 
this may be the result of a lie that they have been spreading for too 
many years. Early in their career they adopted a convenient fiction 
expounded by German generals who, unable to reconcile them- 
selves to their defeat in the last war, claimed that Germany had 
been “stabbed in the back.” While they never agreed as to who did 
the stabbing—the enemy, the Socialists, the home front, the Jews, 
the Freemasons—or as to whose back had been stabbed—that of the 
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army, the people at home, the civil authorities, the military leader- 
ship—the legend proved too useful in the Nazi party’s struggle for 
power not to be incessantly repeated. If mistakes are being sought 
in Nazi propaganda the adoption of this legend might be regarded 
as the major one. At least in the present war its shadow has repeat- 
edly darkened the political horizon in Germany: Nazi leaders must 
now insist that there will not be another stab in the back, and by 
this time they and many of their followers may well believe that 
Germany did lose the First World War because of such an act. 

Apart from this lie, an important illusion appears to influence 
Nazi opinions on propaganda. It grows out of a weakness that is 
human. The Nazis attribute their historic success altogether to their 
own merits, making no allowance whatever for luck, accident or 
connivance. ‘Those who have success often cherish this illusion, par- 
ticularly in politics and business, where humility is not an indispen- 
sable virtue. 

The Nazis developed their propaganda practice in their domes- 
tic struggle for power. Until 1933 they engaged in cut-throat compe- 
tition with other political parties. These parties were regarded as 
enemies, and the history of the party up to 1933 is still celebrated 
as a series of victories over these enemies. Casualties did occur at 
the time. Bullets were fired, and there was knifing; but the main 
weapons were not made of steel. In those days Hitler was a drummer 
racing by car and by airplane from beer hall to beer hall. His 
efforts were bent not on defeating armies, but on inducing non- 
Nazis to vote the Nazi ticket, and, above all, on persuading non- 
voters to become voters—for him. Nazi skill in those days consisted, 
to a large extent, in attracting popular attention by organizing 
mass meetings and parades, and by filling the streets with men who 
wore uniforms without belonging to any armed force. After the 
Nazi party succeeded in gaining power the professional pride of the 
propagandists was strengthened. They believed that they had 
moved a little world by words, and their inclination to overrate 
the importance of their job is perhaps understandable. Their pride 
blinded them when they appraised their function in books about 
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propaganda, and misled them when the world they wanted to move 
went to war. 

After the seizure of power Goebbels became a minister. In the 
years from 1933 to 1939 he controlled the feelings and thoughts of 
the followers of Hitler as well as of the non-Nazis, and organized 
a staged reality which all Germans were to regard as the only real 
and worthy political world. Goebbels was supported by other Nazi 
leaders and their staffs of experts, who controlled and organized 
both the masses and the real world in which the masses lived. One 
can readily see that at that time, when Germany was at peace, 
Goebbels’ job was easy. 

He was a promoter-general of an enterprise run by the Nazi 
elite. There was even less fighting then than there had been in the 
years of “conquest.” Broadly speaking, Goebbels could confine him- 
self to the propagandistic exploitation of fresh events and of the 
anniversaries of old events that the Nazis considered to be memor- 
able. 

One of his tasks consisted in producing substitutes for the tradi- 
tions National Socialism had disrupted—substitutes that would re- 
duce the number of skeptical or unhappy Germans who hated or 
disliked Hitler. The deepest source of order in the political com- 
munity lies in traditions, and the extraordinary concern of the Nazi 
government with home propaganda is a consequence of its destruc- 
tion of traditional values. Much of totalitarian home propaganda 
must be regarded as an attempt to replace lost traditions. It was 
easy for them to celebrate current history as an unbroken chain of 
Hitlerian achievements. Hitler ruled over the world about which 
Goebbels talked. 


IV 


With the outbreak of war, things changed. Hitler’s rule over the 
world about which Goebbels talked was now contested. For the first 
time in Hitler’s political career his enemies were out to conquer, 
and victory meant what it said, not “votes” or an oration. This 
time battles were battles, and peace became a memory. 
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The principles of Nazi domestic propaganda did not change, 
however, because the Nazis remained Nazis; and it is this rigidity 
of their propaganda which accounts for its inherent weakness. 
Goebbels began by treating this war as if it were another election 
campaign or another party anniversary. He made every effort to 
have the masses at home share vicariously in the exploits of the 
armies. Reports, pictures and films sent home by the members of 
the propaganda companies offered stimulating evidence that every- 
thing was under Hitler’s control. In the radio transmissions from 
the front the sound of marching feet could be heard; motors roared 
and bombs exploded. It was all very “real.” “Baptism of Fire,” the 
film about the Polish campaign, contained pictorial evidence of 
Germany’s streamlined right and mechanized might. For a few 
pfennigs people at home could see how nicely Poland vanished on 
a screen map under the elegant insistence of arrows that repre- 
sented Hitler’s divisions. Descriptions and pictures of carnage, 
death and destruction remained remote, since it was predominantly 
the enemy who suffered while efficient German youth leapt from 
success to success. No corpses were shown in “Baptism of Fire” or 
in “Victory in the West,” the film about the campaign in the Low 
Countries and France. On the radio success took no longer than 
eight to fifteen minutes of listening time. 

Was war no longer horrible to the righteous? Had Hitler suc- 
ceeded in adding to his glory the extraordinary transformation of 
war into profitable looting expeditions, utterly disastrous to the vile 
and decadent enemy but almost bloodless to the victor? Here is 
how the Fihrer put it, so very neatly, after the fall of France: 
‘Millions risked life and limb and were at any moment prepared 
... to make for their people the greatest sacrifice of which a man is 
capable. Hundreds of them now lie buried with their fathers who 
fell in the Great War.” Only hundreds... 

Blitzkrieg was not only an impressive form of war, it was also 
a necessary precondition of Goebbels’ home propaganda. The war 
had to proceed according to plan. Hitler had to remain in control 
of military events and thus of history. The Nazi technique of domi- 
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nating the masses by having them participate vicariously in the 
fighting at the fronts was predicated upon swift and profitable vic- 
tories. 

But armies may bog down. The enemy may upset time schedules, 
inflict heavy losses and wrest the initiative from the aggressor. Even 
German cities may be bombed, and the war may go on and on with 
no end in sight. When this happens the Nazi technique of vicarious 
mass participation in war is brought to nought. Then the reality 
of war clashes with its artfully transfigured image. The sham reality 
of war, patterned after the model of party demonstrations in times 
of peace, dissolves in the grief that the real war cause 5. 

The most telling index of the two phases of the war are the Ger- 
man casualty figures. Even before the invasion of Russia it was 
Nazi propaganda practice to issue absurdly low casualty admissions. 
For example, according to the German High Command's Final Re- 
port of June 15, 1940, on operations in Norway, 1,317 army officers 
and men had been killed in that expedition. In France “hundreds” 
had died according to Hitler, though the official German figure 
was 27,074. In the Balkan campaign 57 officers and 1,050 in other 
ranks of the army and armed S.S. were “lost or killed,’”’ while the 
fatal casualties of the airforce amounted to 15 officers and 84 in 
other ranks. According to the same source—the German General 
Staff Review of June 12, 1941—the fatalities of the army in Crete 
were 20 officers and 301 in other ranks, and of the airforce, includ- 
ing parachutists, 105, officers and g27 in other ranks. 

Nazi propaganda continued to publish extremely low casualty 
figures during the Russian war. According to German admissions, 
however, the number of fatal casualties suffered by the Germans in 
the first two months of the eastern campaign was about twice as 
high as the grand total for all previous campaigns in the war. On 
September 19, 1941, the German Communique announced: “After 
careful examination our losses from June 22 to August 31, 1941, 
amount, in the case of the army including the armed S.S., to 84,354 
dead, 291,690 wounded and 18,921 missing; in the case of the air- 
force, 1,542 dead, 3,980 wounded and 1,378 missing.” By December 
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1941 the officially admitted casualty figures had doubled. Hitler 
stated on December 11 that 162,314 Germans had been killed and 
571,767 wounded in Russia. Another grand total was published on 
July 2, 1942, at an opportune moment, when the Germans occupied 
Voronezh. Victory news was used as a screen for talking about 
losses: the score had risen to 272,000. 


On November 8, 1942, the day after the invasion of North Africa, 
Hitler mentioned German losses again. By this time it had become 


Nazi propaganda practice to stress the “humanitarian” character 
of Hitler’s strategy. For example, the reason why Stalingrad had not 
fallen was that the German Fihrer, unwilling to repeat a “Verdun,” 
wanted to save German lives. Addressing a party crowd in the 
Loéwenbraukeller in Munich, Hitler mentioned incidentally that 
the fatal German casualties in the Second World War had been 
“scarcely 350,000.’ He compared this figure with that of more than 
2,000,000 German soldiers who had been killed in the First World 
War. Also he emphasized that the number of National Socialist 
Reichstag members fallen on the field of honor was gg in this war, 
but had been “only 2” in the last. 

The discussion of casualties was becoming distinctly defensive. 
Comparison with the casualties in the First World War seemed 
favorable enough, but the very fact that it was made indicates that 
Nazi propaganda could no longer ignore such comparisons. The 
commentaries that followed up Hitler’s casual announcement in 
his Hero Memorial Day speech of March 21, 1943, of 542,000 Ger- 
mans killed in this war, amply repeated the same performance. In- 
stead of comparing Hitler’s ridiculously low figure with the Rus- 
sian claims, which ran into millions, it was again pointed out that 
the last war had been far more disastrous. 

By the same token, insistence on the losses suffered by the party 
functionaries, the S.A. and S.S., clearly reveals that Hitler now felt 
urged to defend himself against ugly rumors at home about Nazi 
privileges in an allegedly German war. On May 7, when he deliv- 
ered a funeral oration at the bier of Victor Lutze, Chief-of-Staff of 
the Storm Troopers, he returned to the same theme, beginning his 
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speech with the following apology: “At a time when the war de- 
mands many woeful sacrifices of men and women, and unfortu- 
nately even of children . . . the National Socialist party carries an 
especially high blood burden. In all formations of the army, the 
navy, the airforce and the armed S.S. are members and followers 
of our movement, and they do their duty in an exemplary fashion. 
From the National Socialist Reichstag down to the mature age 
groups of the Hitler Youth, the numbers of our dead from our 
movement proportionally far exceed the average of the share of all 
the rest of the people.” 

Lutze, it may be remembered, was killed when his automobile 
skidded on a highway in Germany. Hitler’s insistence on the sacri- 
fices made by the party on the fields of battle was therefore rather 
inappropriate, and can be explained only by his preoccupation with 
popular criticism of Nazi shirking in the war that the Nazis had 
started. 

Finally, on June 19, 1943, Goebbels bluntly declared, in Das 
Reich, that Germany had been waging ‘‘real war’’ only “‘since De- 
cember 1941.” 


Vv 


Goebbels must be credited with some foresight for realizing earlier 
than any other leading Nazi that the war in Russia required a new 
kind of domestic propaganda. Many weeks before Hitler and his 
Press Chief, Dr. Dietrich, announced the collapse of Russia (on 
October 3 and g, 1941, respectively) Goebbels began to caution and 
to warn, subtly at first, soon with greater insistence, until finally all 
his stooges adopted his new strategy. The early ecstasies of Blitz 
victory were replaced by appeals to heroic sacrifice, flights into the 
past and the future, musical escapism, horrifying pictures of enemy 
terror to come, and—beginning in the winter of 1942-43—by stark 
realism in the reports from the front. 

According to Goebbels the war had assumed unforeseen dimen- 
sions. It had developed into a “struggle for survival.” The Germans 
were no longer pitted merely against their enemies, but also against 
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the hardships of nature, against the “vicissitudes” of war and against 
fate. The Nazi-centric image of the world disintegrated. 

Goebbels tried to put something more adequate in its place, 
something—less propagandistic. When the hour of hardship and 
suffering strikes, people grow tired of cleverness. Goebbels was just 
clever enough to know this, but he was not human enough to do 
much about it. He attempted the transition from the cleverness of 
Blitzkrieg days to the grimness of blood and sweat and the humility 
of tears. But the Nazis are not humble. They can change propa- 
ganda tactics and strategy, but not their hearts. 

It became apparent that the propaganda principle of vicarious 
participation in the sham reality of war is an integral part of Nazi 
politics. Goebbels tried to modify it by promoting what may be 
called a sham morality of war. 

Especially in the second Russian war winter, heroism and sacri- 
fice became the key words of his home propaganda. But sacrifice for 
what? The New Europe for which the Germans were said to be 
crusading had remained a singular illustration of Goebbels’ total 
failure in this total war. In none of the European countries overrun 
by the German war machine and scourged by German occupation 
had Nazi diplomacy and Nazi propaganda succeeded in effecting 
any measure of voluntary cooperation with the Nazi regime. In- 
stead, Quisling had become, all over the world, a synonym for be- 
trayal, failure and toadyism. As to the heroic appeal, German grati- 
tude for the defense at Stalingrad, which according to Goebbels and 
Goring had stemmed the “onrush of the steppes,” was spoiled by 
creeping suspicions on the part of the German masses that Hitler 
had misplanned the invasion of Russia. 

Goebbels’ strategy of gloom reached its climax at the time of the 
annihilation of the Sixth German Army before Stalingrad, an- 
nounced in the Special Communique of February 3, 1943, the 
only one devoted to a smashing German defeat. The propaganda of 
heroism and public mourning was as spectacularly theatrical as the 
Blitz victory propaganda had been. But on March 12, 1943, after 
the recapture of Kharkov by the Germans, Goebbels had to protest 








SS gaegee Aa: sae 





nst 


ice, 
ind 
ust 


; of 
lity 
pa- 


ous 
azi 


cri- 
for 


tal 
un 
ion 
ing 
In- 
be- 
ati- 


nd 


ler 


ter 
est 











NAZI PROPAGANDA AND ITS DECLINE 373 


that he had not been inspired by any “purposive pessimism”’ 
(Zweckpessimismus) when he had told his audience of Germany’s 
most severe crisis of the war. Is it possible to imagine that Churchill 
might have protested at any time that he was really sincere when he 
said, on May 10,1940, that he had nothing to offer but “blood, toil, 
sweat and tears’’? 

As losses mounted at the front, and as German cities were sub- 
jected to heavier assaults from the air, destruction and death became 
visible in Germany. No longer did the harvest of war consist in 
wine from France and furs from Norway. Moreover, after the defeat 
before Stalingrad the middle classes were thrown into factories and 
family life was totally disrupted, in consequence of the “total 
mobilization” of manpower. Goebbels emphatically rejected “the 
accusation made against us by our enemies that this is an imitation 
of Bolshevism” (February 18, 1943) but the Schwarze Korps, the 
organ of Himmler’s Elite Guards, added scorn to the misery of 
the middle classes and welcomed their final destruction. 

By this time even the masses in Germany must have felt that the 
future was darkening. Heavier sacrifices had to be imposed upon the 
Germans at home, and Nazi propagandists insisted that they were 
necessary in order to stave off the next crisis. They were also said 
to be sweet in comparison with the bitterness of defeat. The “When 
we win...” of Blitzkrieg days was altogether replaced by “If we 
should lose...” 

Nazi propagandists threatened the masses not only with the dis- 
memberment of the Reich but also with slavery, famine, the ex- 
portation of German youth and mass sterilization—all to be in- 
flicted upon the Germans by the Jew, who “has built up a terroris- 
tic military power in Bolshevism” and “camouflages himself as 
plutocracy and capitalism” in England and the United States. Thus 
the sham morality of total war was implemented by threats of re- 
venge and retribution to be meted out to all Germans by a ruthless 
enemy. The curse of the men and women suffering under the yoke 
of the conqueror was, in this way, broadcast by the conqueror’s 
propagandists. 
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The image of the Fiihrer, too, was modified by defeat, just as 
German war propaganda as a whole had to be adapted to the fight- 
ing in the second phase of the war. Hitler’s magic power thrives on 
success. It will crumble when the German armies are decisively 
defeated—crumble under the impact of force rather than of dis- 
suasion. 

When Hitler, after a long abstention from appearance in public, 
delivered in Berlin his short Hero Memorial Day speech of March 
21, 1943, German propagandists pointed out that his “face had 
set.” And Goebbels, in his birthday speech, broadcast by radio 
Allouis on April 19, 1943, commented on the Fiihrer’s face as 
follows: “The traces of hardness, of determination, but also of deep 
suffering for his people and, in a larger sense, for mankind, which 
altogether against his will and intentions must bear so much bitter- 
ness and so many burdens, have here become unmistakable.” 

By this time Nazi propagandists were also suggesting that perfect 
planning in war is not always possible, and that the genius of great 
generals should not be measured with the yardstick applied to 
experts. Implementing the general adaptations of their propaganda 
to the second, more serious, phase of the war, they were trying to 
humanize the portrait of the Fiihrer by modifying his infallibility 
and by substituting for it the “passion” and suffering of a great 
and compassionate genius who wrestles with fate for intuition and 
omniscience. 

In the winter of 1942 and spring of 1943, when the United Na- 
tions seized the initiative on three fronts—in Russia, in the air over 
Europe and in Africa—the position of the Fiihrer as prime mover 
of the world about which Goebbels and all other Nazis used to talk, 
was for the first time seriously endangered. Hitler himself no longer 
spoke, as he had done in the early phase of the war, of “a hundred,” 
“five hundred” or “a thousand” years to come and to be determined 
by German conquest. In fact, he kept silent altogether. Since No- 
vember 8, 1942, he has not addressed any German mass meeting: 
instead the big political speeches (on January 30, February 18, 
June 5) have been given by Goebbels. 
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The crisis of German propaganda had already reached its climax 
in June 1943, that is, before the invasion of Sicily, the downfall of 
Mussolini, the destruction of Hamburg and the victories of the 
Russian summer offensive. In previous years of the war German 
armies had completed their conquest of new lands or had once more 
been on the march during the month of June: Norway, the Low 
Countries and France in 1940; the Balkans and Crete and the in- 
vasion of Russia in 1941; Tobruk and the progressing siege of 
Sevastopol in 1942. Now the fourth June of the war passed without 
the resumption of new German offensive operations. In addition, 
submarine sinkings declined sharply in April, May and June, while 
the fury of the air war over western Germany reached a new high. 
These developments could not fail to impress on the German mind 
the fact that the present had become dark and the future fatally 
uncertain. 

The Nazis were forced to sacrifice their most vitally important 
propaganda claim: that the German armies always have the initia- 
tive and thus dictate the course of events. As late as July 4, 1942, 
Goebbels had said: “‘A strategy that exhausts itself in the defensive 
will paralyze in the end the initiative and the active power of a 
nation.” Now, on May 31, 1943, Lieutenant General Kurt Dittmar, 
Germany’s leading military commentator, tried to silence popular 
doubts of Germany’s ability to embark upon a new offensive in 
Russia: “The question ‘who can attack,’”’ he declared, “‘is less rele- 
vant at present than ‘who must attack.’ ”’ Thus, by a phrase, initia- 
tive was transformed into a sign of strategical weakness. The Ger- 
mans, said Dittmar, were “‘waiting”; and waiting, “despite the ap- 
parent passivity connected with it, constitutes a very highly active 
factor, because it is based on a certain consciousness that sooner or 
later the enemy must attack.” 

Similarly Goebbels, on June 19, renounced the claim of Nazi in- 
fallibility and foresight, and insisted with a characteristic mixture 
of pretentiousness and humility that it is unfair on the part of the 
Germans to deny to the government “the sovereign right also to 
make occasional mistakes.” 
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VI 


In summary, then, the propagandist functions as a celebrator of ac- 


complishments and as an eliminator of dissent. Obviously, he could 
confine himself to arranging public celebrations if acquiescence in 
the government’s policies were perfect, that is, if the government 
were so trusted that its policy were always regarded by the governed 
as a realization of their will. To the extent that this is not the case, 
the propagandist functions as an eliminator of dissension, and his 
activity can thus be understood as proof of imperfect consensus in 
the political community. To put it bluntly, if Hitler were wholly 
popular, Goebbels would be virtually unemployed. 

The government that faces opposition can resort to overt force, 
exterminating opposition by physical violence. ‘This course of gov- 
ernmental action is practicable if opposition is not too widespread, 
and if there is no need to fear that persecution of opponents will 
arouse indignation, lead to a growth of the opposition, and defeat 
the ends of persecution. Since the government needs the coopera- 
tion of the governed, too liberal a use of physical extermination of 
opponents becomes impracticable, not only because it may stain the 
moral reputation of the government, but also because it deprives 
the government of people it needs as workers and fighters. If physi- 
cal suppression of opponents to the government may be called the 
function of the police, the propagandist may be said to reduce 
policing in the political community. If Goebbels were entirely suc- 
cessful, Himmler would be unemployed. 

In order to achieve his ultimate end of strengthening the author- 
ity of the government, the propagandist must present all politically 
relevant events as desirable from the point of view of the governed. 
The extreme form of purveying news is reached when the propa- 
gandist tries to present all desirable events as a result of government 
policy. The emphasis is on “all.” Certain events are clearly of the 
government’s making. The propagandist will find it easy to attrib- 
ute them to the wisdom and determination of the government. In 
general, it will never be too difficult for the propagandist to present 
any measure of domestic policy as a government action that is either 
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desirable in itself or praiseworthy because it prevents something 
undesirable from happening. It is different with political events, 
over which the government has not full control. 

In times of war the battles—the most important events—are con- 
flicts between two political communities. Here the task of the propa- 
gandist who attempts to present all events as results of his gov- 
ernment’s action becomes more complicated. He must try to elimi- 
nate whatever evidence there is for the rival action of the enemy, 
because the very fact that the enemy acts is a most elementary proof 
that he is not controlled by the propagandist’s government. The 
trick to which the propagandist resorts consists of claiming that, no 
matter what happens, his government, and his government alone, 
has the initiative. The only exception to the claim of universal 
initiative lies in the origin of the war itself. ‘The enemy has caused 
the war and is morally responsible for it. Apart from his unique 
ability to create news by committing atrocities, the enemy is utterly 
incapable of action. After having caused the war he is able only to 
react to the events created by the propagandist’s government. 

Thus the world becomes a field of action for righteous omnipo- 
tence. It is this extraordinary presentation of all events as conse- 
quences of Nazi initiative, rather than any specific techniques of 
propaganda, which constitutes the outstanding characteristic of 
German domestic propaganda. 

In terms of war, Nazi propaganda rests upon the success of Ger- 
many’s armed might. It is difficult for any propagandist to handle 
setbacks, but Nazi propaganda faces an insuperable obstacle when 
the German soldier is defeated. 


PROBLEMS OF INTERNATIONAL 
ORGANIZATION 


Remarks on Current Literature 


THE proposals and suggestions referred to in the following discussion 
aim at the establishment of a world order more stable than the interna- 
tional system set up after the First World War proved to be. They are 
based on what the various authors believe to be the lessons taught us by 
the experience of the twenty years leading up to the Second World War. 
Thus these plans for the future world faithfully reflect the views held 
by the writers regarding the remote and the immediate causes of the 
present war. No wonder, then, that the variety of the suggested solutions 
is no less great and bewildering than the variety of the current inter- 
pretations of this war, both of its origin and of its historical significance. 

This is not to imply that the authors under review offer as the final 
word their own interpretations of the present war or their recommen- 
dations for preventing a future war. It is merely to suggest that one or 
another factor is often made the emphasis of the argument to a degree 
that is not justified in view of the involved nature of international poli- 
tics. Occasionally diagnosis and treatment conform with the ideological 
belief of the doctor too precisely to fit the complexity of human affairs. 
It is no accident that Herbert Hoover and Hugh Gibson, cautioned 
against intellectualistic oversimplifications by their training in the prac- 
tice of international politics, take an eclectic attitude in discussing the 
causes and remedies of the ills of international society. 

The various current interpretations of the recent past, and the corre- 
sponding projections into the future, may be reduced to certain typical 
ways of approaching and tackling the problem of peace and war. As a 
matter of fact, these ways can be traced back through the age-old contro- 
versy on the possibility of establishing permanent peace. 

In the opinion of what might be called the school of the institutional- 
ists the maintenance of peace is primarily a problem of providing ade- 
quate international institutions. The deficiencies of international 
society that are chiefly responsible for the eternal recurrence of war are 
institutional deficiencies—the lack of a political machinery similar to 
the machinery of the state, which guarantees and maintains peace within 
the national communities. According to this view the logical remedy 
is to build up an international government with the paraphernalia of 
power characteristic of national governments. 
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Reasonable institutionalists do not completely disregard the moral, 
political, economic and social prerequisites of a working international 
government. And similarly, the school that puts primary emphasis on 
those prerequisites does not wholly deny the necessity for international 
agencies. But according to this school the lack of governmental insti- 
tutions on an international scale is a symptom of the evil rather than the 
evil itself. The basic deficiencies of international society are held to be 
rooted in pre-institutional and pre-legal factors which make for disunity 
and incoherence not to be overcome by technical devices. The remedy 
is to eliminate those disruptive factors, thereby giving or restoring to 
the society of nations that unity of purpose and that cohesive force 
without which there can be no pacific society, nor even any working in- 
stitutions. 

There are still others who hold that the lack of unity and coherence 
is inherent in the nature of what is euphemistically called the society of 
nations, and therefore beyond repair. Polarity, they contend, is intrinsic 
in international relations, and we should recognize this fact and return 
to the time-honored device of political alliances, rather than indulging 
in monistic illusions about world government or collective security. 

The following discussion of writers on international reconstruction 
will concentrate on the institutionalist conception of the problems of 
international politics. Therefore not all of the questions covered by the 
various authors are dealt with in the present analysis. 


I 


P. E. Corbett’s Post-War Worlds, a book distinguished both for its 
masterful reasoning and for its wise moderation, lends itself particu- 
larly well to a study of the merits and faults of the institutional ap- 
proach.* International cooperation and international government, 
in some form or another, are for its author identical conceptions. 
By thus practically ignoring the alternative of a policy of alliance, 
and less formal ways of effective participation in forestalling war, he 
fosters a doctrinairism as to the form of international organization that 
did much harm in the years preceding the Second World War, and also 
obscures the issues of the present discussion in this country between 
interventionists and isolationists. But his institutionalism is not a 
boundless faith in organization. He sees the problems and the limits of 
international government. 


*P. E. Corbett, Post-War Worlds, 1.P.R. Inquiry Series, issued under the auspices 
of the International Secretariat, Institute of Pacific Relations (New York, Toronto: 


Farrar and Rinehart; 1942) 195 pp., $2. 
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In Professor Corbett’s expectation that supranational institutions, 
once they have been established, will strengthen the sense of community 
there is, as he clearly realizes, a presupposition that a preliminary sense 
of community exists among the units to be united. He does not believe, 
however, in the possibility of completely eliminating the disruptive ele- 
ments of the present international society, be they of a political, moral 
or social nature. Therefore it is only on a regional basis that he suggests 
closer forms of association, the regions not necessarily being coextensive 
with the continents. He sees the immediate future of Europe as an asso- 
ciation of federations rather than as a single federal union. Even less 
does he consider a world federal government within the reach of practi- 
cal statesmanship. In other words, Professor Corbett does not succumb 
to the magic formula of federalism. 

Sir George Young’s bizarre essay on Federalism and Freedom proves, 
however, that the spell of that formula is not yet broken.’ Sir George 
even assigns to the federal idea a new political function. In recent years 
federalism has become fashionable among the strategists of peace, as a 
device for pooling the forces and resources of smaller political units 
without depriving them of their autonomous status in matters of an es- 
sentially domestic nature. Sir George goes further, and recommends the 
federal system not only as a means for giving additional strength to 
autonomous states but also as a scheme for dismembering the machinery 
of a unitary government. The federalism proposed for a defeated Ger- 
many means weakening, not strengthening, the ties among the compo- 
nent parts of the re-federalized Germany. Bent on the dissolution of all 
great European powers, Sir George proposes the same procedure for 
Great Britain, France and the Soviet Union. The concrete figures of 
his scheme prove that he means business. Germany would be federalized 
into ten, Great Britain into seven, and France into six autonomous states. 
As regards the Soviet Union he refrains from offering any concrete 
formula. 

Thus Sir George’s New Europe would consist only of small states, 
with equated populations of less than ten and more than five million. 
If the population of a state were above ten million it would be told to 
federalize itself into smaller units. If it were less than five million its 
government would have to federate with other governments. These new 
political entities would form a European Union which, for a provisional 
period of about ten years, would constitute a kind of confederation, but 


*Sir George Young, Federalism and Freedom, or Plan the Peace to Win the War 
(London, New York, Toronto: Oxford University Press; 1942) xvi & 197 pp., index 
6 pp., $2.50. 
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after the period of transition would assume the powers of a truly federal 
government, including the powers connected with the conduct of for- 
eign policy and defense. 

It is unlikely that the architectonics of this European Union has been 
inspired only by aesthetic considerations. Sir George undoubtedly as- 
sumes that a federal union can be more easily established and better 
maintained among equal than among unequal partners. This assump- 
tion is problematic, but it is probably more worth while to ponder on 
the political philosophy behind such schemes—of which the present 
book is only one, and not even the most extreme, example—than to 
question a particular assumption. 

That political philosophy seems untouched by President Wilson’s 
abhorrence of a mode of international conduct that allows peoples and 
provinces to be bartered about from sovereignty to sovereignty, as if they 
were mere chattels and pawns in a game. Such a situation is, to say the 
least, not improved by the fact that the units of the European Union 
would not be sovereign. It is merely that the role of the princes in the 
cruel game would be taken over by the enlightened planners of interna- 
tional society, who readily sacrifice to their perfectionist phantoms the 
rights of individuals and historical entities. And Sir George’s scheme is 
no less objectionable if we discuss it in terms not of rights but of prac- 
tical implications. By destroying the historical framework of Europe’s 
public and private life the realization of the scheme would undermine 
authorities and uproot loyalties without offering any reasonable guar- 
antee that the forces of chaos and anarchy set free by that revolutionary 
process could be checked again except possibly by the application of 
brute force. 

Sir George’s grand design is noteworthy, if for no other reason, for the 
fact that in the very midst of a war for England’s survival a distinguished 
English diplomat, scholar and patriot pleads for a peace plan that im- 
plies the liquidation of England’s political identity, with no apparent 
consideration of the possibility that the spiritual and physical energies 
of the English body politic will be indispensable not only for winning 
the present war but also for maintaining the future peace. 

We touch here upon a fundamental problem of international organi- 
zation planned on the pattern of state government. Sir George Young 
is not the only one who considers a definite shift of power from the 
periphery to the center an essential requirement of permanent peace, 
though not all planners of this type go so far as to suggest in concrete 
terms the decapitation of the nation-state as the power unit in interna- 
tional politics. The scope of governmental functions to be transferred 
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to a central, supranational authority, and the degree to which such a 
transfer should be accomplished, vary from author to author, and from 
scheme to scheme. ‘The recommendations run all the way from single 
items of economic, social or educational policy to the most important 
attributes of national government, such as the conduct of foreign and 
military affairs; and they cover all possible forms and degrees of centrali- 
zation and decentralization of governmental power. But whatever their 
differences of substance and form, these proposals are all directed against 
the concept and the practice of the sovereign state. 

The modern national state has never been a self-contained cultural, 
economic or social unit, and it will be even less so in the future. Ever- 
growing interdependence, first of the European states and later of all 
parts of the world, led to the establishment of international institutions 
long before the founding of the League of Nations, the International 
Labor Organization and the Permanent Court of International Justice. 
It is to be expected that the range of matters that have to be regulated 
on an international scale, and therefore must be attended to by inter- 
national agencies, will considerably broaden after this war. In the pres- 
ent context, however, we are concerned only with the question whether 
and to what extent the care and defense of national existence can be 
safely transferred from the governments of the single states to the central 
authorities of the international community, duly organized for fulfilling 
such a task. On the answer to this question depends whether the aboli- 
tion of the sovereign state and the establishment of a central authority 
are a reasonable alternative to an allocation of power in the present 
international system. 

Emery Reves’ Democratic Manifesto is a vigorous and eloquent indict- 
ment of the present system and its obvious faults.” Who would disagree 
with him on the latter? But the essay fails to answer that crucial ques- 
tion. The central authority for which Mr. Reves and others plead is a 
democratic authority. But to fulfil the purpose of preserving peace by 
checking any forces that threaten it, this would have to be at the same 
time a stable and strong authority. “It has long been a question,” said 
Lincoln wisely, “whether any government which is not too strong for 
the liberties of the people, can be strong enough to maintain itself.” 
In fact, apart from a few instances in which an auspicious coincidence 
of circumstances favored the democratic union of liberty and authority, 


*Emery Reves, A Democratic Manifesto (New York: Random House; 1942) 144 pp» 
$1.50. See also the chapter, “Toward World Government” in Julia E. Johnsen, ed., 
Plans for a Post-War World, The Reference Shelf, vol. 16, no. 2 (New York 1942) 
The latter study is supplementary to two previous numbers in the same series; all 
three contain valuable material on the current discussion of postwar problems. 
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most countries have miserably failed to attain that union. How should 
it then be feasible to assure stability and strength to the government of 
a democratic world state? Even the merely technical difficulties, raised 
by setting up a democratic machinery of government on an all-compre- 
hensive scale, would be gigantic. ‘To impart to that machinery a reason- 
able degree of efficiency would be still harder. To devise institutions 
that could be relied upon, in a moment of crisis, to make common 
prevail over particular loyalties would be impossible. 


Il 


To return now to Professor Corbett’s book, that author realizes the 
difficulties and intricacies of the problem too well to suggest the estab- 
lishment of a truly federal world government. The “world common- 
wealth” that he envisages contains, in his own words, only some ele- 
ments of a world state, and in matters pertaining to the maintenance of 
peace it would be merely a supplementary organization. Enforcement 
of peace would be entrusted primarily to regional confederations and 
federations. Professor Corbett anticipates a supranational police on a 
constitutional basis, but only in those parts of Europe that are in his 
opinion ripe for a genuine federation. The international police of the 
confederated areas would take the form of common military, naval and 
air forces, and would consist of contingents voluntarily and temporarily 
agreed upon among the members of the regional organizations. 

The joint enforcement of sanctions by the regional confederations, 
and even more so by what Professor Corbett calls the world common- 
wealth, would therefore rest on the same fragile basis as did the military 
sanctions of the League of Nations Covenant. Those who hold higher 
expectations concerning an international police than they see embodied 
in the present scheme would do well to remember that even in such an 
intimate association as the British Commonwealth of Nations—not to 
speak of the realities of western hemisphere politics—common defense 
is realized only through a coordination of the defense measures of 
mother country and dominions, and that the several governments de- 
cide independently on the nature and the scope of these measures. The 
system seems to work all right from a military point of view, but, as a 
result of the political uncertainties that it necessarily makes for, it 
obviously fails to have any effectively deterrent effect on potential ag- 
gressors. 

As regards economic sanctions, Professor Corbett’s world common- 
wealth would, at least legally, be in a stronger position than the League 
of Nations was, since majority decisions of its assembly would bind all 
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members of the commonwealth. But though the universal organization 
would thus be a coercive league, as far as the employment of economic 
weapons against international lawbreakers is concerned, it would play, 
in this respect too, merely a secondary role. Responsibility for main- 
taining and restoring peace and order, whether it involved a resort to 
military or to economic means, would rest first with the regional asso- 
ciations and, where such associations did not exist, with the single states. 
Accordingly Professor Corbett does not advocate disarmament. The 
present states, unless they merge by their own will in larger political 
units, would retain the right to conduct their foreign policy and main- 
tain their own military establishments. 

Professor Corbett’s world commonwealth is thus hardly a distinct 
improvement on the sanctions system of the League of Nations, unless 
we expect the regional organizations to make up for the League’s short- 
comings. But his plan should not be blamed for deficiencies that are 
inherent in the nature of things. Indeed, it is to the credit of the author 
that he does not indulge in illusions. We cannot reasonably expect that 
any government would make unlimited commitments in advance, and 
even less that such commitments would be honored. 

It may be argued, however, that the plan does not exhaust the tech- 

nical possibilities. The central agencies of the world commonwealth 
would include a legislative assembly and a world court, but no execu- 
tive agency, not even one along the lines of the League of Nations 
Council. Professor Corbett theoretically recognizes that only firm lead- 
ership can make an organization of such gigantic scope a going concern, 
and that only the great powers can supply this leadership. But he shuns 
any institutionalizing of their leadership in the form of a separate 
agency that would be composed exclusively or preponderantly of those 
states which alone are physically able to live up to the responsibilities 
of the job to be done—though they are not always ready to do so, as we 
know from the record of the great democratic powers between the two 
world wars. Instead he proposes to increase their influence in the legis- 
lative body by grading representation and voting strength in some pro- 
portion to the financial contribution. But by adding the qualification 
that there should be a maximum voting strength of three and a mini- 
mum of one, Professor Corbett considerably decreases such voting supe- 
riority as he just granted to the great powers. There is good sense in 
curbing power where excessive use of it lurks around the corner. But 
such curbing is senseless if the very will to exercise power is problematic. 
It is disintegration, not tyranny, that threatens a democratic interna- 
tional organization of worldwide scope. 








ii Baw, 


eee eee ll (il Cee lle 


oO - @ fF = -—@~ © §= | OOo! — 





tion 
mic 


th 











INTERNATIONAL ORGANIZATION 385 


Similar criticism applies to the role that Professor Corbett assigns to 
the world court. Rejecting institutions of executive leadership, he insti- 
tutionalizes instead judicial leadership, by subjecting to the compulsory 
jurisdiction of the world court any interregional dispute. The League 
of Nations Covenant stated in alternative terms the obligation of the 
member states to attempt the pacific settlement of their disputes, allow- 
ing them to choose between adjudication by some court and submission 
of the case to the Council. The present scheme, by making the judicial 
procedure mandatory, excludes such a choice on the part of the mem- 
bers of the commonwealth, and it is therefore, I submit, doomed to 
failure. 

For Professor Corbett’s attempt to de-politicize international politics 
by subjecting it to judicial procedure tries to achieve something which 
by the nature of things cannot be attained. Power is an essential element 
of politics, and cannot be eliminated from it. At the best it can be made 
to serve good ends. This is not to imply that Professor Corbett is not 
right in recommending the de-politicization of the international courts 
along the lines that have proved effective in municipal law. No doubt, 
much can be done to assure the impartiality of international courts, and 
it should unhesitatingly be done; Professor Corbett is, in particular, 
opposed to any form of national representation on such courts. But it 
would mean the very contravention of this technical de-politicization of 
the world court if essentially political matters, in which the very exist- 
ence of states might be at stake, were subjected to its jurisdiction. In 
such cases even the most impartial judges could not refrain from care- 
fully considering the political implications of their decisions; at the very 
least they would have to make allowance for the chance that their judg- 
ment would have to be enforced. 

The necessary severance of jurisdiction from the enforcement of law 
is the main deficiency of any system that would institute a judicial pro- 
cedure for the settlement of international disputes of an essentially 
political nature. In Professor Corbett’s scheme this severance is the more 
complete as he combines compulsory and universal jurisdiction with an 
essentially regional system of enforcing international law, including 
decisions of the world court. Whenever and wherever such severance of 
the two complementary functions has been tried, or has been the unwel- 
come result of the disintegration of a political community, individuals 
and groups have necessarily resorted to self-help for asserting and pro- 
tecting what they consider their rights and interests. 

Moreover, the integrative effect of judicial institutions should not be 
overrated. That the United States Supreme Court was repeatedly able 
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to settle political disputes, including boundary conflicts, between mem- 
ber states of the Union without any recourse to means of force, is due 
to the political coherence of the Union—a coherence from which the 
Supreme Court profits at least as much as it may have furthered it. ‘This 
record is due also to the nature of the conflicts. ‘The conflict between 
North and South over the slavery question, or rather over the funda- 
mental rights of the states and the Union, was settled by civil war, not 
by the Supreme Court or any other peaceful procedure. 

The distinction between justiciable and non-justiciable disputes is 
certainly unwarranted from a strictly legal point of view, in so far as 
any controversial issue can be stated in legal terms and decided on its 
legal merits. But it has its good political sense all the same. Lionel Gel- 
ber sums up his brilliant indictment of power-blind pacifism in the 
words that it takes only one to make a war.‘ It might be said as well that it 
takes only one to make a dispute non-justiciable. ‘The German-Czecho- 
slovak dispute of 1938 clearly testifies to the political reality that shapes 
the distinction between justiciable and non-justiciable conflicts. To 
eliminate this distinction from the legal instruments that are to estab- 
lish international courts would be as visionary as the elimination of 
war by international agreement proved to be. 

Most of the disputes that do not lend themselves to a judicial proce- 
dure turn on a change in the law rather than on the application of 
legal rules whose formal validity is uncontested. Professor Corbett and 
others have recommended that in such cases a legislative procedure be 
instituted, and that the court be employed, if at all, merely for a prelimi- 
nary function. Considerations of legal logic and technique undoubtedly 
support this view. But it is not a better alternative as far as the political 
issue proper is concerned. The United States constitution guarantees to 
the members of the Union their separate existence and territorial integ- 
rity. Any interference by the federal government with either of these 
rights requires the state’s consent. Without its consent a state may not 
even be deprived of its equal representation in the United States Senate. 
In other words, the federal constitution itself places the status of the 
single states out of reach of the federal government, unless the latter 
obtains the state’s contractual agreement for whatever change it pro- 
poses. 

It could not be different under a world commonwealth. Thus inter- 
national disputes that turn on the political independence or territorial 


*Lionel Gelber, Peace by Power—The Plain Man’s Guide to the Key Issue of the 
War and of the Post-War World (London, Toronto, New York: Oxford University 


Press; 1942) 159 pp., $1.50. 
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integrity of one of the parties to the dispute are automatically excluded 
from unilateral settlement by a majority vote of the world legislature. 
These, however, are the very disputes that most easily lead to armed 
conflict. 

Herbert Hoover and Hugh Gibson do not go so far as to propose that 
any international agency might effect the revision of treaties by majority 
vote.’ Instead they suggest a special procedure of mediation by a com- 
mittee of outstanding statesmen not interested in the dispute, who would 
report and negotiate a reasonable settlement of any formally submitted 
demand for the amendment of treaty provisions. Thus the concept of 
revision would be built into the body of international law to a place of 
equal importance with other methods for the peaceful settlement of 
disputes. 

Nevertheless, the wisdom of their suggestion may be respectfully 
doubted. It is one thing to recognize that change is unavoidable, as inter- 
national law has always done. It is another thing to encourage it by 
unqualifiedly legitimizing any demand for revision. Professor Gelber 
is right in insisting that the vilification of the status quo in the ’g0s and 
’g0s prepared the psychological ground for the policy of appeasement. 
There are things, in international politics as well as in national politics, 
which have to be upheld and defended, not changed. 


III 


In a book that is a challenge to any possible doctrinaire view on post- 
war reconstruction, Professor Ranshofen-Wertheimer arrays strong ar- 
guments for the legitimacy and respectability of supranational govern- 
ment.* Not that he would dream of a world in which wolf and lamb will 
feed together. On the contrary, he proposes, at least for the immediate 
future, an international machinery so strong “as to withstand the maxi- 
mum of evil intentions from the greatest number of nations.” But he 
vigorously maintains that such a machinery can be built, and can even 
be successful, before the national citizen of today has morally and intel- 
lectually grown into the responsibilities which a community larger than 
the nation-state imposes. In his opinion the psychological development 
required for the permanent functioning of international institutions can 
only follow their establishment, not precede it. To trust in the natural 
growth of institutions therefore means, at least in international politics, 


*Herbert Hoover end Hugh Gibson, The Problems of Lasting Peace (New York: 
Doubleday, Doran; 1942) 280 pp., appendix and index 15 pp., $2. 

*Egon Ranshofen-Wertheimer, Victory is Not Enough—The Strategy for a Lasting 
Peace (New York: W. W. Norton; 1942) 322 pp., $3. 
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to put the cart before the horse. The League of Nations, whose founda- 
tion President Wilson welcomed as the birth of “a living thing,” died 
before it came of age, of technical deficiencies which strangled also the 
psychological development toward wider horizons. Professor Ranshofen- 
Wertheimer insists that international institutions should be put into 
action not in the embryonic stage, but in full-grown stature. Nor need 
they be created by democratic procedures. Compulsion and coercion 
cannot be entirely avoided in the process of reorganizing a shattered 
world. 

This view would be absurd if it were stated in unqualified terms. But 
the author himself applies his medicine only in specific cases. Any 
worldwide system of international organization for political purposes, 
in particular for maintaining and enforcing peace, seems to him out of 
the question. A new League of Nations based on an improved Covenant 
would in his opinion be only another pathetic monument to helpless- 
ness. Therefore a political agency of global scope should be assigned 
from the very start only purely consultative functions. As a universal 
diplomatic brokerage firm it might be a success; as a peace machinery 
it would inevitably be a failure. Moreover, Professor Ranshofen-Wert- 
heimer’s belief in the integrative function of international institutions 
applies solely to certain geographic regions, in particular to Europe. 
Like the authors mentioned before, he envisages the future Europe as a 
confederation, and he succeeds in putting the case particularly impres- 
sively. Still, his own objectives to a universal confederation apply with 
equal or perhaps even stronger force to a European union. 

The merit of this author’s suggestions lies mainly in his rectification 
of current misinterpretations of democratic principles which badly 
handicap constructive statesmanship. He undoubtedly oversimplifies 
the relationship between men and institutions, and neglects other im- 
portant factors that make for political unity. But it remains true that 
the foundation of political communities, even if they are sooner or later 
to develop into democratic states, has not always been accomplished 
by democratic methods. Democracy is rather the fruit than the root of a 
great many democratic communities. In the past it was for furthering 
the political disintegration of the European continent that a certain 
arbitrariness was exercised in establishing new political units. Professor 
Ranshofen-Wertheimer invites us now to pay this price for furthering 
a process of crystallization among the small nations of Europe, and part- 
ticularly of central Europe. 

When Sir Edward Grey in his memoirs ranked armament competi- 
tion highest among the causes leading to the outbreak of the First World 
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War, he restated an opinion widely held up to 1914—that the anxiety 
caused by the armaments race would make an explosion inevitable.’ 
Article vit of the League of Nations Covenant expresses the same phi- 
losophy. Whatever the merit of such a view may be as regards the first 
war, it certainly does not fit the genesis of the present war, as Professor 
Gelber rightly points out. It is not for this reason alone, however, that 
present-day writers on international relations no longer dwell exten- 
sively on the problem of armaments, if they do not entirely disregard it. 
Among the authors reviewed above only Hoover and Gibson see the 
armament question in somewhat the same dimensions as it used to be 
seen in earlier discussions on war and peace, and they alone suggest 
methods of disarmament along the lines we can trace back through the 
deliberations of the ill-fated disarmament conferences at Geneva. The 
others are too preoccupied with the idea of pooling the military forces 
of the several states, either on a global or on a regional basis, to specu- 
late on the possibilities and the methods of reducing armed power. At 
last pacifism, too, has taken on grim features. 

It has already been indicated that the trend toward concerted action 
in non-political fields, sustained by adequate international institutions, 
is also distinct in the current literature on postwar reconstruction. In 
this respect, too, Hoover and Gibson take a conservative stand. 
Ranshofen-Wertheimer anticipates an increasing number of interna- 
tional activities of a technical nature, and of international bodies to 
discharge them, but he does not suggest revolutionary changes as to the 
scope of such activities or the procedure to be applied by the agencies. 
The soberness, not to say skepticism, underlying his discussion of the 
problem is the more remarkable, and his observations should be weighed 
the more carefully, as they are based on personal experience as a member 
of the League of Nations Secretariat. 

While Professor Ranshofen-Wertheimer limits himself to suggesting 
how the international agencies might achieve a truly effective control 
over the execution of international compacts, Professor Corbett con- 
cerns himself also with international legislation proper. In order to 
realize fully what it would actually mean to subject to international 
regulation, in the way he envisages, such matters as tariff questions or 
labor conditions, we have to keep in mind the nature of the interna- 
tional agencies which under his scheme would be called upon to decide 


"See Merze Tate, The Disarmament Illusion—The Movement for a Limitation of 
Armaments to 1907 (New York 1942). The volume is a thoroughgoing historical 
record of the movement for disarmament in the latter part of the nineteenth century, 
leading up to the two Hague Conferences. It is of interest also for the student of pub- 
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on these and similar questions of the highest importance. In practice 
both the general assembly of his world commonwealth and the special 
conferences which would have to deal with such matters would be legis- 
lative bodies whose enactments, passed by simple or qualified majority, 
would be binding upon all members alike, with no preliminary ratifica- 
tion by the several states being required. Considering the present struc- 
ture of international society, considering also the actuality and the 
potentialities of the relations among the members of the British Com- 
monwealth of Nations, not to mention the still more loosely knit union 
of American states, we hardly need try to calculate the chances of such 
sweeping proposals. They compromise rather than further the idea of 
international cooperation. 


IV 


Reference in this context to the books by E. H. Carr* and Harold Laski’ 
should not be interpreted as implying that their approach to the prob- 
lem of international organization is the same as or even similar to that 
of the authors we have so far been describing. The limitation of the 
present survey to discussions on the institutional problems of interna- 
tional reconstruction needs particular emphasis in regard to these two 
writers, for they do not recognize the central importance of organiza- 
tional questions and therefore concentrate on other matters in seeking 
the truly essential conditions of permanent peace. Both authors cover 
practically the whole range of political, cultural, economic and social 
problems that will have to be tackled in undertaking national and inter- 
national reconstruction. It would require a special study to do justice 
to the pros and cons of their views and arguments. 

Professor Carr lives up to the old tradition of English statesmanship, 
relying on the natural growth of institutions rather than deliberately 
constructing them. “Interdependence,” he says, “is a practical, not a 
constitutional, problem.” Instead of theorizing in learned terms on 
the conception of sovereignty he sketches the outlines of a concrete but 
at the same time flexible program of postwar policy; and then touches 
lightly on the institutions that will, automatically as it were, take shape 
in response to the needs as they arise in the course of executing the pro- 
gram. Muddling through? Certainly not. Professor Carr is a distin- 
guished spokesman of the English planners. The goal of his policy is 


* Edward Hallett Carr, Conditions of Peace (New York: Macmillan; 1942) 280 pp., 
index 2 pp., $2.50. 

* Harold J. Laski, Reflections on the Revolution of Our Time (New York: Viking; 
1943) ix & 419 pp., $3.50. 
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fixed; only the institutional means are to be empirically determined. An 
international army may be the theoretically most perfect system for 
checking aggression. But practically it may be wiser, he argues, to extend 
the application of the principle of bases on the lend-lease pattern to 
ever wider geographic areas. To devise for the peace to come confederate 
or federal agencies for handling common economic and social affairs 
will give satisfaction to the architect of international organization. But 
the purposes of such joint action will probably be better served by mak- 
ing use of the less perfect forms of cooperation and control, as established 
during the present war. 

Professor Laski is somewhat more explicit about the future inter- 
national institutions, but hardly less conservative in his concrete sug- 
gestions. His conservative restraint in these matters is due, however, to 
a revolutionary obsession. The title of his study conjures up the memory 
of a great book, but its philosophy testifies to the very spirit against 
which that book was to rally the contemporaries of the French Revo- 
lution. Professor Laski’s thesis on international institutions is easy to 
state, but difficult to state convincingly. As long as there is capitalism, 
he contends, and that means as long as the relations of production are 
in contradiction with the forces of production, institutions for main- 
taining peace are of no avail. Once socialism, which is to mean an 
economics of plenty, has been established, institutional questions will 
be of secondary importance, for “a common prosperity begets a common 
trust.” Government of men becomes administration of things. The 
assumptions underlying this dictum are obvious, but they are not borne 
out by human nature and history, to which Edmund Burke submitted 
his political judgment. 

The historical distortions implicit in this unfounded thesis are most 
clearly revealed by Professor Laski’s interpretation of the origin and 
historical significance of the present war. For him, as well as for Profes- 
sor Carr, who fundamentally adheres to the same philosophy, the pres- 
ent conflict is not so much a national as a revolutionary war, “a major 
crisis going to the deepest roots of our civilization.” It would be foolish 
to deny either the comprehensive scope of the crisis through which man- 
kind is passing today, or the fact that elements of a national and of an 
international civil war are inextricably mixed up in it. Nevertheless 
the present world conflagration is a war that will decide the destinies of 
nations for a long time to come, in the same way as the religious wars 
of the sixteenth and seventeenth centuries shaped the European system 
of states for the following generations. The alliance in the present war 
between capitalist democracy and socialist dictatorship strikingly testi- 
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fies to this war’s fundamentally national character. The evolution in the 
last twenty-five years of the Russian state ideology from world socialism 
to socialism-in-one-state is merely one among many indications that na- 
tionalism has not yet spent its fervor. 

A word of caution is therefore in order against the tendency, which 
so clearly prevails in both these books, to minimize the importance of 
the German problem proper and to overstate the pacifying effect of 
economic reconstruction. Carr and Laski are right in rejecting the all 
too simple thesis of inherent German wickedness. They may be right 
also in suggesting that the disruption of prewar Germany would in the 
long run do more harm than good. But the fact remains that the main- 
tenance of the peace that the United Nations are going to conquer will 
be a problem of politics and political organization more than of eco- 
nomics or economic organization. 

The question of the form in which the efforts for maintaining the 
future world order can most effectively be organized is posed by Walter 
Lippmann in a context fundamentally different from the current point 
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of view.” Since he is in doubt about what others take for granted, he 
examines not the possible forms of a system of collective security on the 
pattern of world government, but the possible alternative to that system 
itself; and he arrives at the conclusion that a policy of alliances would 
suit the interests of the country and the world better than the abstract 
system of collective security. The quality of the author and the inherent 
merits of the case he is pleading render Mr. Lippmann’s essay highly 
suggestive. 

It is hardly surprising that the First World War discredited the policy 
of alliances which had failed to prevent it; and it is no less surprising 
that the system of collective security should now be held accountable for 
its failure to stave off the Second World War. Actually, however, the 
breakdown of both devices ought to warn us against any rash conclu- 
sions regarding the efficacy of either. Their successive breakdowns 
merely suggest that doctrinairism as to the form of political organiza- 


*” Walter Lippmann, U. S. Foreign Policy: Shield of the Republic (Boston: Little, 
Brown; 1943) 177 pp., $1.50. 
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tion is at least as ill-advised in international as in national politics. A 
sober analysis should make it clear that in practice the power mechan- 
isms of the two devices are not so different as they are supposed to be. 
Ultimately both employ the fear of defeat by superior forces, in order 
to check an aggressive policy, and are therefore effective only if and so 
long as the threat to meet force by force is backed up by adequate means 
and the unwavering determination to use them, if need be. Thus it 
could easily be proved that their respective failures in 1914 and 1939 
were due to the same psychological causes, rather than to inherent tech- 
nical shortcomings of the two systems. And in the future too they 
will be worth only as much as the will of the great powers to implement 
their pledges, be they institutionalized in the one or the other form. 
Mr. Lippmann’s reasoning is free from any doctrinaire tinge. In fact, 
he does not consider alliances and collective security as mutually exclu- 
sive devices, but regards the former as the effective means by which the 
latter can be made to operate. Alliances of strong states are the nucleus, 
he maintains, around which unions of broader scope may in the course 
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of time develop. He merely invites us to reconsider the political impli- 
cations of the commitments in the two cases. Rightly he insists on the 
more concrete character, and accordingly more precise and more limited 
scope, of the commitments undertaken by the partners of an alliance, 
as compared with the pledges subscribed to by the members of a system 
of collective security. An alliance of world powers, he might have added, 
disposes also of the problem of universalism versus regionalism in the 
sense in which it preoccupies the advocates of collective security. For 
what are, in a political sense, more or less arbitrarily circumscribed 
geographic regions, alliances would substitute political regions, deter- 
mined by a common stake in the world at large. 

It is to be hoped that in the discussion on international reconstruc- 
tion Mr. Lippmann’s book will reconquer for the system of alliances 
an equal standing with the schemes of world government. Such a success 
would indicate that concrete political thinking is finally winning ground 


again in speculations on international affairs. 
EricH HULA 
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